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COMMENT. 


Grover Cleveland: The New Theory of Prices, Wages and 
Railroad Rates in Relation to Business Depression. 


T was fitting that when Grover Cleveland died no eulogy 
should have been pronounced at the funeral services, save 

the simple reading of the “Character of the Happy Warrior.” 
It was on the model of that character that he strove to mold his 
own; and it was in keeping with his own example that all record 
of personal achievement should have given way to the recital of 
a noble ideal of character and service. Many whose interest in 
public affairs began under his great influence must have recalled 
the lines of a later laureate on the death of a warrior-statesman: 


Mourn, for to us he seems the last, 
Remembering all his greatness in the Past. 


Mourn for the man of amplest influence, 
Yet clearest of ambitious crime, 
Our greatest yet with least pretence. 


Whatever differences of opinion may have existed, or may still 
exist, as to his policies or services, there is unanimity as to his 
freedom from “ambitious crime.” In this and in his unswerv- 
ing courage lay the power of his leadership; for he was not 
largely endowed with the qualities that call out the personal 
devotion of countless followers. In this regard he was not to 
be compared with his great antagonist, Blaine; nor with his 
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successor in the work of political awakening, President Roose- 
velt. With such men the personality overshadows the cause till 
men follow blindly wherever their hero leads. Not so with 
Cleveland. He had devoted adherents, but they were, first of 
all, adherents of the cause for which he stood, faithful only in 
so far as he himself was faithful. And this was as he himself 
preferred. To him the work in hand was all, and personal 
triumph little. He wanted men to be loyal to his cause and 
theirs, but he craved no blind allegiance from them. Doubtless 
he loved more a reasoning opponent than an unreasoning wor- 
shipper, and preferred that men should desert his standard rather 
than follow it without conviction. 

It was for these reasons that he gained the following that he 
did, a following in some ways unique in American annals. 
Mature men, wearied and disheartened by fruitless labors for a 
cleaner political life, took on fresh courage; while young men, 
with hopes not yet dimmed and courage still untried, rallied to 
him from both parties. These latter may be called, without 
exaggeration, the flower of young America. They came, to be 
sure, in the flush of youthful hopefulness, but not led by impulse 
or mere personal enthusiasm. Clear-eyed and earnest, they 
joined the ranks in sober thoughtfulness, guided by reason and 
conscience. Among these primus inter pares was the lamented 
Russell of Massachusetts. Such a following is not won by the 
self-seeking, the vainglorious, or the feverish. It came to 
Cleveland because, with the immovable calm of one solely devoted 
to his trust, he stood for reform without fury and high standards 
without hysteria. 

Eulogists, since his death, have attached different degrees of 
importance to his specific achievements or efforts, and yet his 
name will always be associated above all with three movements. 
Characteristic as were the Venezuela message and his firm stand 
in the Chicago strike, when we think of Cleveland we think of 
Civil Service Reform, Tariff Reform and Honest Money. In 
two of these he succeeded in establishing a lasting policy, and he 
will always be known as the author of a new standard of public 
duty and as the rock of public credit. The only time he was 
accused of violating his own theory of patronage was in the dark 
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days of ’93, when he forced the repeal of the Silver Act. If 
the charge was true, it was but the sacrifice of the less for the 
greater good. One still trembles at the thought of what might 
have happened in the next two years if any other man had been 
President. The completion of the great bond contract of ’95, 
in the teeth of a furious Congress and of a party in open mutiny, 
was perhaps the finest example of his great political courage 
combined with absolute personal calm. 

In his third great effort he failed, so far, at least, as he was 
permitted to see results himself. It was characteristic of him 
that he would not put the name of Grover Cleveland to such a 
bastard measure as the Wilson Bill, and this was probably the 
bitterest moment of his political life; more so than the final com- 
plete revolt of his party, for to him a thwarted reform was a 
greater sorrow than a lost leadership. Whatever one’s opinion 
of Cleveland’s tariff policy, one cannot fail to recognize in it the 
high moral quality which gave to his younger followers the spirit 
of crusadership. 

It was not Cleveland’s lot to guide his nation in a great war, 
or to receive the glamour which attends triumphs in the inter- 
national arena. Like Kipling’s “American,” he turned “a keen, 
untroubled face home to the instant need of things.” The 
instant needs were those of domestic and largely economic 
policy. Whether he had the broader visions of statesmanship, 
based on a profound study of historical growth, and reaching 
into a distant national future, we have no means of judging. 
Others have surpassed him in this regard, including probably 
Blaine among his contemporaries. What we do know is that he 
saw the immediate tasks, as the plain man sees his duty, and that 
he dealt with them in an undaunted spirit. His utterances 
seldom went beyond the simple statement of his convictions as 
to wisdom and right, and for this reason he has been called a 
“master of the commonplace.” To a large extent this was true, 
though his speech was “rife with rugged maxims hewn from 
life.” He dealt not with new philosophies, but with the 
old familiar problems of national integrity and public duty. But 
it is praise, not blame, to call utterances commonplace, when they 
are as commonplace as the Ten Commandments and the moral 








122 Yale Review. [Aug. 


code. His was the commonplaceness of common sense and the 


simplicity of greatness. 
Rich in saving common sense, 
And, as the greatest only are, 
In his simplicity sublime. 
O voice from which their omens all men drew, 
O iron nerve to true occasion true, 
O fallen at length that tower of strength 
Which stood four-square to all the winds that blew! 


The events of the last few months have confronted us with an 
important problem of business policy and a corresponding 
problem of economic theory. The striking events are three: 
the determination of the labor unions to resist every reduction in 
wages, the policy of the Steel Trust in insisting on a mainte- 
nance of prices, and the determination of the railroads to raise 
rates in the face of diminished business. All three of these lines 
of policy seem in direct opposition to accepted theories as to the 
inevitable results of a business depression. All three have been 
bitterly attacked as arbitrary, unrighteous or futile violations of 
economic principles. The best editorial writers of the daily 
press have thundered loudly about “demand and supply,” 
“immutable laws,” and “inevitable lessons.”” And yet the 
authors of these policies have continued unperturbed. Is it sheer 
blindness on their part, or may it be that new methods of read- 
justment now appear possible, and that some supposedly estab- 
lished theories need re-examination and modification? It is 
common to attack labor leaders as blind and unreasoning agita- 
tors, but your Coreys and Gareys, your Hills and Harrimans are 
commonly credited with knowing how to promote commercial 
welfare. Can it be that they, too, are rushing blindly to destruc- 
tion, and that the prosperity, which they claim was killed by 
Roosevelt, is to be embalmed and buried at their hands? Such 
a judgment cannot be delivered offhand on the basis of any pre- 
conceived notions. These problems require a careful analysis in 
theory and a wide study of market facts. It is to be hoped that 
they will receive far greater attention from economists than here- 
tofore. This comment can deal only with their significance, not 
with their solution. 
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A fundamental change in policy seems to have taken place. 
The old slogan of competitive business was, “Produce all you 
can, as cheaply as possible, and sell it all for the best price you can 
get.” Under this policy it was left to the market demand of the 
public to determine by the result the prices of commodities, the 
margin of profit, and the standard of living. And these were as 
fluctuating as the variations in demand. The new rule is, “Fix 
your standards first, whether of prices, or rates, or wages, fix 
them according to the requirements of stable business or an effi- 
cient life, and sell as much as the public will take at the price.” 
To the public the old phrase was the cringing “What will you 
give?” To-day it is the haughty “Take it or leave it!” 

Such a change raises the double question as to how we may 
account for it and to what it must lead. The most evident 
explanation is that it is simply a change from competition to 
monopoly, and, though other and subtler causes are involved, we 
need not for the moment go back of this obvious solution. So 
far as the three cases mentioned are concerned, it is clear enough 
that labor unions, the Steel Trust and the railroads are able, by 
their organization or agreements, to eliminate that individual 
competition which makes the seller of goods or services the mere 
slave of market conditions. Endowed with the power to fix 
prices, they may adopt a conscious “price policy” to secure 
certain ends. The old assumption was that the aim of the seller 
is always to dispose of all his wares, but it is quite possible, under 
the new conditions, to set up a new object to be consciously 
striven for. As a matter of fact, this new aim is not the maxi- 
mum of sales, not even the maximum of immediate wages or 
prices, but rather the maintenance of stability. A certain stand- 
ard margin of profits is set up as a satisfactory basis on which to 
do business in the long run. And notice is served that such busi- 
ness as cannot be done on this basis will not be done at all. On 
the other hand, it will be done on that basis even if a tempo- 
rary higher profit might be secured. The Steel Trust ignored 
many opportunities to raise prices in the face of high demand, 
and now refuse to lower them under the opposite conditions. 
The union principle of the standard wage is, of course, the same. 
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Laborers and employers alike, when in combination, assert their 
emancipation from the fluctuations of market demand. 

Before going farther, it is important to realize clearly what 
our problem is. Here is no question of absolute wages or profits 
under monopoly. It may be that the business of the country 
would be better served if the margin of profit set by the Steel 
Trust were less than $16.00 per ton. It may be that wealth 
would be increased if masons, for example, got less than $5.00 
per day. Our problem is simply one of stability versus fluctua- 
tion; whether every standard should be given up and all rates 
adjusted to market variations; whether the Steel Trust, for 
example, should have seized a profit of $20.00 per ton in 1905 
and be content with a profit of $10.00 in 1908. The immediate 
problem is whether prosperity can be best restored after a panic 
by one method or the other. 

It may be asked where the railroads come in under this new 
scheme. The obvious answer is that they came in Jate. While 
a new scale of prices and wages has been in process of establish- 
ment, railroad rates have not advanced proportionately. So long 
as business was enormous and growing they could face higher 
wages, higher materials, higher interest and higher taxes, and 
still feel elated over the contrast with the disastrous days of the 
middle nineties. It was the rising tide of traffic that obscured 
the seriousness of a problem on which keen observers were pon- 
dering, the problem of how railroads could pay dividends out of 
the old rates while everything else was going up. Their present 
action is especially radical, because it is the attempt not only to 
maintain an old standard, but to introduce a new one, in time of 
depression. For this reason it is a more difficult and dubious 
experiment, but it is logically in line with the policy of the Steel 
Trust and the labor unions. 

To return, then, to our discussion, it appears that in the three 
important fields we are considering, the powers that be have 
declared for a policy of stability. How far can they maintain 
their independence of the market demand? It is a familiar 
principle that the seller, even if a monopoly, cannot fix both price 
and volume of sales. If he sticks to a price, the public will deter- 
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mine how much it will buy. It is also an accepted assumption 
that demand varies inversely with price. In times of depression 
fewer goods will be sold and less labor employed if standard rates 
are maintained. This may be questioned in certain cases. It 
has been maintained! that the great cut in prices of iron and steel 
in 1900 did not increase the demand but simply led to further 
stagnation, and that the maintenance of stable prices after the 
panic of last fall did not seem to diminish the demand for steel 
compared with products whose prices were cut. Still we can 
scarcely throw over such a well-tried economic law as that of the 
relation of price to demand. In the long run this force must 
operate, and every discussion of a standard margin of profit, or 
a minimum rate of wages, comes ultimately to the question, 
What about the goods not sold, the idle machinery, the unem- 
ployed labor? The men who maintain this principle are not 
blind to the alternative. When the press says to the employer: 
“You cannot keep up your output,’’ or to the unions: “You 
cannot find employment for all your men, if this standard 
is maintained,” they both reply: “Very well, we will stick to the 
rule and do less business.””’ To the manufacturer of machinery 
who complains: “I cannot keep on with high wages and high 
prices for steel, in the face of the diminished demand,” they 
reply: “Don’t try. Wait for the demand to rise, when you can 
do business on a respectable basis.” 

This is a hard saying, especially to the weak. It means failure 
to some concerns who might have survived; hardship to some 
laborers who might have found work at low wages; but there 
will always be fearful costs involved in panic and readjustment. 
The question is whether it is simply the brutality of the strong to 
the weak, or whether it is sound even if heroic advice to the 
public. It seems to offend against the principle that the more 
wealth is produced the quicker we shall all be prosperous. How 
restore prosperity through idleness? That principle, however, 
must be read not in the light of the immediate moment but with 
an eye to the distant future. It may be that the feverish 
scramble to produce and sell at any cost is not the best restora- 
tive of an exhausted body mercantile. The tired runner, with a 


*E. S. Meade, Quarterly Journal of Economics, May, 1908. 
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distant goal, may reach his destination sooner if he stops to 
rest—yes, even if he goes back a mile to have a sore foot band- 
aged. The analogy may be dangerous, and yet the psychological 
element in a business is so important and usually so neglected for 
the mere consideration of pluses and minuses in the commodity 
ledger, that we may well question whether, with all its tempo- 
rary costs, the policy of stability will not bring a quicker return 
to normal business conditions than would the eager effort to 
secure the biggest possible share of a diminished market demand. 
We cannot deal with business problems in purely quantitative 
terms, nor does industry depend alone on muscle and machinery. 
There are times when the problem of hope and confidence is 
more important than the problem of tons and hundredweights, 
dollars and cents. 

We repeat, then, that this is not a question to be answered out 
of hand. Probably the time element, too, must be considered in 
another way; that is, the new policy might succeed in overcom- 
ing a short and relatively slight depression, while it might break 
down under the strain of years. So far as unions and the 
standard wage are concerned, this seems an almost inevitable 
conclusion. In any case, however, we find great leaders in the 
business world confident that, in the face of present conditions, 
they must go ahead on the new lines. To the economic student, 
as to the public, it is an experiment of vital importance, and, with 
the problem clearly in mind, he will wisely suspend judgment till 
a far deeper study of the results is made possible. 
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HE development of a “science of man-breeding’’ seems 
unquestionably referable to the progress of Darwinian 

ideas. There have been, it is true, isolated cases in history where 
a society has aimed to secure its ideal type of man through con- 
trolling human mating; this was attempted by the Spartans, as 
everyone knows, and, as we are told, with some success. But 
such a movement as that initiated by Francis Galton could be the 
product of a modern age only, and of a period the basis of whose 
thinking is evolutionary. Among other matters Darwin has 
clarified many minds whose attention would not otherwise have 
been turned to such subjects, concerning the science and art of 
animal-breeding and the notable results through them attained. 
It is not unnatural then, when such knowledge has become cur- 
rent, that its perhaps less obvious bearings should be ready to 
take hold upon the intellect and imagination of many. When, 
now, someone states that no stockbreeder or bird-fancier would 
expect to accomplish much if he bred his animals as men are 
bred, the mind, rapidly surveying, lends almost immediate assent. 
The Origin of Species has told us about the genius and skill of 
the breeder,) and the papers and magazines have extolled the 
*“Not one man in a thousand has accuracy of eye and judgment sufficient 
to become an eminent breeder. If gifted with these qualities, and he studies 
his subject for years, and devotes his lifetime to it with indomitable perse- 
verance, he will succeed, and may make great improvements; if he wants any 
of these qualities, he will assuredly fail. Few would readily believe in the 


natural capacity and years of practice requisite to become even a skillful 
pigeon-fancier.” Ch. i, p. 37 (two-volume edition, New York, 1808). 
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insight, patience, and wizardry of a Burbank. But, as is natural 
with the busy and preoccupied, many of us have never thought 
of the bearing of all this, obvious enough when one is confronted 
with it, upon human breeding. Reflection brings uneasiness, or 
even consternation: in the light of what is done to improve 
animal stocks, the conditions that surround the propagation of 
the human race—the general taboo of the whole subject, the 
“lottery” of marriage, the lack of preparation for parenthood, 
the predominance of sentiment over reason in the training of 
children, and so on—certainly seem unpromising enough. The 
comparison to the advantage of the breeder appears perfectly 
just, and summons not infrequently to instant conviction; the 
propagation of the race does seem given over to utter chaos and 
caprice. Human “thoroughbreds” are confessedly rare, and 
are not encouraged over other humans to impress their own high 
characters, as far as possible, upon their race. If one is con- 
strained to admit that such a condition of affairs is altogether 
wasteful and deplorable, he is the more ready to lend ear to any 
projects which propose to introduce some system and rationality 
into so vital a process. Eugenics, as will be seen, offers a 
program of this nature. 

But our one discouraging comparison does not tell the whole 
story: the introducers of these perturbing thoughts go on to 
show that conditions of human breeding are worse than chaotic; 
that, in fact, the propagation of the race is prevailingly from its 
less desirable elements. In The Descent ef Man,? Darwin, 
anticipating the critics of a later time, writes: “Excepting in the 
case of man himself, hardly any one is so ignorant as to allow 
his worst animals to breed” ;—a remark designed to throw into 
relief the fact, previously mentioned by Darwin, that men not 
alone allow the worst of their fellows to breed, but permit the 
progeny of these to increase in numbers totally in disproportion 
to those shown by the offspring of the “fittest.” Here is high 
authority for pessimism as respects the future and destiny of 
the race. 

It is the part of caution, however, to scrutinize this double 
contention as to the chaotic and at the same time inauspicious 


* Second edition, New York, 1898, p. 136. 
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nature of man-breeding before either accepting or dismissing it. 
First of all, is human breeding actually uncontrolled? It looks 
so, at first sight. Most people know, as a matter of course, more 
or less about animal-breeding and the truly marvelous results 
attained by it, but comparatively few have looked into the 
methods by which society perpetuates itself at all. Viewed super- 
ficially, the contrast presents, on the one hand, the breeder, with 
his rigid training, system, watchfulness, memory, sagacity or 
intuition, and successes; and, on the other, the absence of any 
visible agency of selection, and the consequent apparent abandon- 
ment of the whole matter to sentiment, impulse, and chance. In 
comparison with the control exercised over the improvement of 
animal stocks, that extended over the destiny of the race of men 
seems to be a vanishing quantity. No agency makes it its busi- 
ness to guarantee apt mating; no stern hand holds the issues of 
life and death, steadily eliminating the less fit; no directing mind 
works its material toward a type or ideal of development. Blind 
chance, if nothing worse, seems to control all. 

But a little study and reflection must dispel this view. A good 
many laws on the statute books are designed to control human 
mating, setting for it conditions of age and the like whose trans- 
gression means punishment. This is but the crudest form of 
control; a more efficient one lies in custom, precedent, and pre- 
judice, factors whose action is so much more penetrating and inti- 
mate than formal law can ever be, and which surround the 
matrimonial relations of the present day with decided barriers 
and compulsions. These latter are visible to all. They are often 
so pronounced that the idea of union in contravention of them 
becomes all but unthinkable; and so dominant that the actuality 
of such union entails scandal, or, at least, sensation. Fiction, 
which aims at the unusual, is full of the style of plot which is 
built upon disregard of powerful conventionalities of this order ; 
even if stories often carry the moral that such disregard of estab- 
lished precedents is good and right, this neither affects the 
validity of the latter nor does it prove that, in actual life, trans- 
gression of them leads to happiness. These “unwritten laws” 
are a very tangible force, and have always been so. Again, if 
one reflects upon the life of primitive peoples, their rules respect- 
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ing endogamy and exogamy and their endless prohibitions and 
prescriptions pertaining to the sex-relation cause one to think, 
when immersed in the study of them, that little could have been 
done in the childhood of the race except to regulate these matters. 
Such is the extent of custom and precedent, forces so ever-pres- 
ent with men that men are likely to become unconscious of them. 
Plainly, it would be well to be resolved as to their nature before 
comparing them to their disparagement with a purely human 
agency of control, like the breeder, however astonishingly the 
latter may have become perfected in keenness of observation, 
aptness of intuition and skill in technique. If these customs and 
precedents are the outcome of mere caprice, it must be admitted 
that their control may be worse than no control—certainly less 
desirable than the scientific supervision exercised by the breeder. 

To get at the origin and nature of human customs respecting 
mating it will be necessary to go back somewhat, and to proceed 
partly through a comparison of the case of man with that of other 
animals. Taking first the broadest aspect of the matter, it is 
evident that, generally speaking, the question of who should mate 
has been the question of who should live—that is, it has been a 
matter of natural selection first of all. If the evolutionary 
reasoning holds, both man and animal were alike under the domi- 
nation of natural selection up to a certain point, where, for such 
animals as became domesticated, selection by man usurped that 
of nature, and where, for man, a new factor—a certain seeming 
control over his own destiny—began to dispute the field. In the 
case of the domesticated animals, those that the breeder allowed 
to live were the ones which mated. Mating waited upon his 
selection, however erring it might be; and as the art of breeding 
was perfected, selection in view of mating became the more rigid. 
Of his domesticated stock the breeder retains, as a breeder, only 
those individuals which are to propagate. The value of his 
results depends largely upon the isolation of the chosen few 
through the removal of the less desirable. The most successful 
breeder of plants or animals, as, for a conspicuous example, 
Luther Burbank, attains his purposes through vieing with Nature 
herself in the rigor and ruthlessness of his selection. Those that 
live are to mate, and the breeder is the sole arbiter. This culling 
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out is what Darwin named “artificial selection.” It is evidently 
a thoroughly human activity, the product of specialized human 
reason and dexterity. If the plant or animal is withdrawn from 
the grip of natural selection, this is the régime under which it 
falls. 

That no such force, human in the ordinary understanding of 
the term, has presided over the issue of human selection, and so 
over human mating, is evident enough: man-selection has 
seldom been vested in the hands of an individual or group of 
individuals, to be imposed upon others with the idea of improv- 
ing their stock; in any case, neither the master-man nor the 
master-group has ever operated long or consistently enough to 
attain any significant results. It is not the human force from 
without that determines the issue of survival within a society; 
rather is it the society itself, living its group-life in its environ- 
ment, that exercises, almost unconsciously and through its 
enforced adaptation to that environment, selective power over its 
members. Such selection by a society amongst its own members 
has been called “social selection.” Ultimately, therefore, social 
selection has determined who of human beings should live and, 
in so far as it does this, who should breed. Plainly, social selec- 
tion must have developed out of natural selection, and, since 
there could be here no concrete controlling agency, like the 
breeder, its development must have taken place, as we sometimes 
say, “in the very nature of things.” It is to a human society 
what natural selection is to an animal group. It is the product 
of an evolution specifically human. 

Primarily it appears to produce few of those obvious physical 
changes which, among plants and animals, come to distinguish 
genera and species ; among all organic beings man seems from of 
old to have occupied a peculiar position of apparent non-adap- 
tation. It is found that species of plants and animals frequent- 
ing diverse habitats show marked physical adaptations to them. 
For example, arctic animals have thick fur or are white, while 
related stocks in warmer regions exhibit characters suitable to 
local conditions of climate and landscape. Physical harmony 
with environment is unmistakable. Not so with man: human 
beings are wonderfully alike wherever found in space or time. 
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The most remotely separated of human stocks show relatively 
slight physical differences referable to adaptation to their differ- 
ent stations: and the remains of “fossil man” demonstrate that 
the ages have produced relatively slight change in man’s physique 
since that far-off time. Though man’s range has surpassed 
that of any animal, yet for thousands of years his physique has 
remained but little altered in a changing environment or under 
change of environment.* He has grown no coat of fur, nor has 
he developed claws or any other natural weapon of defense or 
offense. At first sight all this seems anomalous, and leads one 
to the conclusion that there is in man something fundamentally 
different from the animals. The case becomes immediately clear, 
however, when it is realized that what man has done is to strike 
into another line of evolution. Instead of fur and claws he has 
developed clothes and cutting weapons. These inventions— 
“tinds’—are manifestly the work of the brain. So are the other 
tools and weapons, systems and economies which in théir sum 
we call civilization. Man’s adaptation to environment has been 
not corporeal but cerebral. The brain has conceived the ideas, 
which, being materialized in the strictest sense of that term, have 
then become the apparatus of human civilization. In the uncon- 
scious effort, common to all organic life, to escape the scythe of 
natural selection, man has therefore developed civilization. 
Selection now gets upon a new plane and becomes almost dif- 
ferent in kind: “it is no longer the better man-animal that 
survives the worse, but the better culture-man that outlives the 
more crude. The former stands a chance of coming to multiply 


*It would be in the highest degree undesirable that a general statement 
of this nature should seem to ignore the undeniable influences of natural 
environment upon man. For all organisms natural conditions underlie and 
will always underlie all other conditions; they constitute the matrix—the 
ultimate determinant—of forms of human life, as of all life. Natural selec- 
tion is ever able to cut through, upon occasion, all social and other superstruc- 
tures and defenses, however elaborate. Also it must be freely admitted, for 
instance by one who knows anything about acclimatization and its vicissitudes, 
that the physical outfit of races has been rendered diverse through the action 
of natural selection. The contention here, however, is that such diversities 
are, relatively to those upon which classifications of plants and animals are 
based, very slight; and the attempt in the present instance is to accentuate 
a form of evolution specifically human. 
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freely, where the latter may produce his kind to but a limited 
extent, if at all; mental superiorities overcome those of the body. 

But it is necessary to hasten to add that it is no longer so much 
a struggle between individuals as between groups of men—tribes 
and races. Before even civilization must come association, for 
experience shows that isolation is fatal to progress. Civiliza- 
tion depends upon the give-and-take of competition, and really 
constitutes a function not only of members, but of the contact of 
numbers as well. But it should be noted that this associa- 
tion, like the civilization which it promotes, has its origin in 
natural selection; even among certain animals gregariousness is 
plainly an advantage in the struggle for existence, for it is 
through cooperation that life is pursued to better purpose and 
that man or animal is insured against its vicissitudes. In union 
there is strength; the individuals that cling together and 
cooperate are more than likely to prevail over those that do not. 
In such manner social virtues come to be selected over physical 
superiorities. 

Thus civilization, which is, in an important sense, a complex 
of intellectual adaptations to environment, really arises, as it 
were in double fashion, out of that selection at the hands of 
nature which it then tends to supplant by social selection. 

Whether the development of civilization has or has not pro- 
moted an apt biological selection is a question later to be 
considered. Certainly social selection must operate somewhat 
differently from natural selection: some, at least, might live 
under conditions of civilization who before would have had to 
die; thus some might come to mate who had previously been 
eliminated in early life. The terms under which men should live 
and mate were thus altered. At this point, however, we are con- 
cerned only with showing that human selection as a determinant 
of human breeding is not a random matter, but is controlled by 
forces of an elemental nature with which it is rash to compare, 
offhand, the human agency in artificial selection. The society, 
living its own “super-organic” life, performs, according to its 
own massive needs, its social, or societal, selection. It is with 
such a force that the asserted uniqueness and superiority of the 
breeder are confronted in the comparison with which we began. 
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Passing on now from this broadest aspect of mating, which 
presents it as a matter determined by survival or non-survival, 
we have yet to consider whether, and how, the mating of those 
who survive is subjected to control. It must be understood that 
a society’s control of the unions of its members really amounts 
to social selection in a sense wider than that hitherto employed. 
If certain individuals are not allowed to propagate at all, or are 
permitted to do so in a less degree than others, this amounts to a 
selection of the one type over the other, even though such selec- 
tion does not imply the extremes of individual preservation or 
extinction.* The activity of the animal-breeder is here simpli- 
fied, for he preserves, in general, only those that he intends to 
have mate, and he is able effectively to isolate his charges from 
any particular unions which, though these charges are all, to the 
best of his knowledge, strong and healthy, might produce results 
not desirable from his point of view. This is the place, perhaps, 
where social selection and control appear most patently inefficient. 
It is granted that many human beings are allowed to live and 
procreate who, on the basis of their biological character, should 
not mate at all—or not, at least, with certain other human beings. 
Reflection upon such cases is likely to produce a very pessimistic 
view of human mating; but that society at times secures an effec- 
tive isolation and exclusion, preventive of certain unions, we have 
already tried to show. Neglecting the quality of their results, 
the fact is evident that the conventions and precedents—con- 
siderations of caste, wealth, religion, and so on—which, with 
such universality over the world, have determined who should or 
should not mate, are not the deliberate, conscious work of man. 
They are, again, in the nature of a supra-human force; they are 
a social force. To some degree they actually determine the 
question of who shall live—e. g., in the matter of infanticide. 
These customs and precedents are the folkways.° They are 


*For a striking demonstration of this point, see Galton, Hereditary Genius, 
New York, 1870, pp. 353-356. 

*For the nature and function of these folkways, to which he gives the 
name mores, see W. G. Sumner, Folkways (Boston, 1907). 

This is a book, which, as it seems to the writer, Charles Darwin would have 
written if he could. It is patent to the reader of The Descent of Man that, 
whatever the cause, for once in his life Darwin has been led to essay waters 
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plainly a development confined to man, and must have come out 
of life in society. Hence their nature and action could not be 
understood until it had been shown how natural selection had 
developed in man, as characteristic adaptations to life-conditions, 
both association and civilization. To enable one to complete his 
judgment as to whether, after all, the mating of men is so hap- 
hazard as he is given to understand, it is indispensable that he 
should reckon with the nature of the folkways. 

One is ready to believe that human mating is still controlled to 
some, perhaps indeterminable, degree by instinct; in so far as it 
is so controlled, its mode, as an animal character, would be 
referable to the action of natural (or sexual) selection. But 
that the majority of the regulations touching sex-union lie in the 
folkways few would deny. These “ways” are not instincts— 
however uncertain or indeterminate the line of demarkation, at 
the very boundaries of the two, may be—any more than social 
selection is natural selection. Social selection, though an out- 
growth of natural selection, may become, if we are to believe the 
assertions with which we started, in an evident degree “unnatu- 
ral”; thus, too, the customs and habitudes of men may operate 
to dull or thwart their animal instincts. They are thus some- 


beyond his depth; Chapters IV and V of the Descent do not sound at all like 
Darwin. Because, in the interest of completeness, he was led or persuaded 
to attempt the treatment of man’s social qualities and institutions, or for some 
other reasons, Darwin in these chapters undertook to discuss such topics as 
the origin of the moral sentiments. This part of the Descent had better have 
been left unwritten, for, in default of his usual mountains of data from 
which to draw irrefutable inductions, the great scientist was led to wander 
hopelessly among the unfamiliar and unfathomable quicksands of the meta- 
physical and intuitional. In so doing he presents but a sorry aspect to his 
admirers. 

The treatment of the mores by Professor Sumner is the sort of strong and 
ballasted product that Darwin delighted in. Moreover, it is a treatment 
which constitutes a distinct and characteristic amplification of the evolutionary 
theory. The folkways are shown to be adaptive to environment; it is plain 
that, in the long run, the fittest ways must survive. It admits of no doubt 
in the present writer’s mind that the matter of this book fits into the Descent 
of Man, after Chapter III, in a way more acceptable to Darwinian ideas 
than the work of Spencer possibly could be. Sumner’s cast of mind is 
Darwinian rather than Spencerian; he has no synthetic philosophy to 
establish. His Folkways clarifies the matter of social evolution in a manner 
calculated to give his work place as truly supplementary to that of Darwin. 
11 
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thing more than instincts; let us see, as a clue to their character, 
how they came to be. In trying to live primitive men reacted 
upon their environments in various ways, without premeditation. 
Some of these reactions were apt; some were not. The most ill- 
adapted undoubtedly drew down upon their originators the full 
destructive power of nature, and, with their sponsors, perished. 
In general, however, testing upon the touchstones of pain and 
pleasure, societies tended to give up the most inapt of their folk- 
ways before it was too late; men fell into lines of least resistance 
and distress, into ways that were, or at least seemed to be, the 
proper ways of living. The experience of several generations, 
together with the sanction of these ways by the superstition of 
the time—for had they not been the ways of the departed 
spirits >—contributed, it is true, to render them holy and almost 
immutable. It was hard to give them up without a life-and- 
death struggle, for religion had endorsed them and it had become 
sin to transgress them.® Though this latter development tended 
to make them persist when they might better have passed away or 
suffered modification, yet it is for this very reason the plainer 
that something more than human wit had determined their 
identity and character; greater forces than man could, then or 
now, control or understand, were determinative. 

But it is these traditional habitudes and their developments 
that chiefly control the mating of the race—not alone in its 
more primitive days, but also upon its more highly evolved 
stages. It is with such an agency, then, that the finite powers of 
the breeder are thought able to stand comparison. Naturally 
the latter’s activity seems to the casual observer more definite, 
purposeful, and decisive; but that social control—though to us 
inscrutable, often seeming to have been exercised at random, 
and always protracted in its action, like other natural forces, over 
the lapse of ages—possesses some, at least, of the imposing attri- 
butes of natural selection, cannot well be doubted. In any 


*For a full analysis of the nature of the folkways, see Sumner, Chs. I and 
II. He defines the folkways as follows (p. iii): “The popular usages and 
traditions, when they include a judgment that they are conducive to societal 
welfare, and when they exert a coercion on the individual to conform to them, 
although they are not codrdinated by any authority.” 
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case—and this is the main reason for introducing much of what 
precedes—the attempt to devise for man, or to put into practice 
anything on the order of artificial selection (and Eugenics is 
that), must take account of the several massive and inveterate 
factors that dwell in custom, prejudice, and tradition, and realize 
that the past, however appraised, has been traversed under their 
guidance alone. : 


It might be taken as an axiom that men, at any rate thinking 
men, are bound to try to improve the race. But the specific 
method employed must vary, of course, with the way in which 
the case is understood. In general, the greatest divergence of 
methods for improvement rests upon diversity of view, con- 
sciously or unconsciously held, as to the relative importance of 
heredity and environment in the life of men. Where shall the 
effort be put—upon man’s bodily and mental makeup, or upon 
the conditions amidst which he is to live? If one believes that 
environment is all-effective—that “nurture” is determinative— 
then the discussion of mating is to him irrelevant. All that has 
to be done is to organize effort that shall impinge upon living 
generations. If a Papuan boy is capable, under favoring condi- 
tions of environment, of developing into a cultured English or 
German gentleman, clearly the way to improve the race, though 
costly and arduous, is perfectly plain. You have only to provide 
the suitable environment. This is the theory of many sentimen- 
talists and visionaries, and has no scientific standing. And, as 
for its results in such a case as the one mentioned, there is little 
cause for encouragement; one German colonial administrator 
has said that the Central African who can play the piano and dis- 
course learnedly upon the Shakespeare-Bacon controversy is 
sure to be a scamp. If, now, on the other hand, it is believed 
that heredity is all-important—that “nature” is determinative— 
then the problem of the control of human mating is the only 
logical point of attack in the effort to uplift the race. It presents 
a discouraging front; consequently the scientist is obliged to 
renounce the eloquent optimism of the man with the vision and 
the mission. There are, of course, various means between these 
two extremes of theory, and so of practice, but conviction is 
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almost sure to lean heavily in one direction, even if a modicum 
of concession toward the other be professed. 

With the wider acceptance of certain contentions of Weismann- 
ism, in particular the denial of the inheritance by offspring of 
characters acquired in life by parents, the relative importance of 
“inborn,” “ancestral” characters has steadily increased. If a man 
is, as a parent, inalterably what his own ancestral germ-plasm 
has made him,—if he can pass on to the next generation only 
what he has received from his own parents,—then the particular 
personal qualities acquired in a life of strife with environment do 
not count at all, biologically, for the race.*? If parents can pass 
on to their children only the varying combinations of the inborn 
qualities of all their own ancestors, then you cannot hope, by 
exercising influence upon the living individual—by altering his 
environment—to cause him to confer upon his offspring at birth 
anything but what he would have passed on had you let him 
alone. He transmits what he is, not what he is made. Thus 
the composition of the hereditary elements, or germ-plasm, is 
regarded as of surpassing importance for the character and 
destiny of the individual ; environment is taken to be a factor com- 
petent only to accelerate or retard the working-out of heredity. 
Its real efficacy lies in the fact that it conditions the activity of 
selection, i. e. those survive who can adapt themselves to the 
local type of environment. It is not supposed to determine 
directly the characters of individuals, but, these characters being 
given in the apparently fortuitous combination of the hereditary 
elements in the germ-plasm, are propagated or quenched accord- 
ing as they favor or jeopardize, or render impossible the 
existence, within the environment, of those who display them. 
Essential race- or family-characters cannot be altered or acquired 
to any great extent, even by the individual; much less can he pass 
on anything which he has not inherited. Distinctive characters 
flourish or decline in succeeding generations according as the 
individuals who have inherited them have opportunity to pass 


"Weismann makes a final statement of his views in The Evolutionary 
Theory, 2 vols., London, 1904. Though Galton anticipated a number of the 
contentions of Weismann, the latter, through forty years of unceasing 
advocacy, has attached his name to most of them. 
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them on. It is necessary, as will be seen, to apprehend fully this 
deterministic view of human affairs if one is to understand the 
fundamentals of Eugenics; and it seems not wholly irrelevant 
to add that, entirely apart from Eugenics, an attitude toward the 
possibilities of social amelioration that is liberally tinctured with 
Weismannism is a great corrective of ill-advised, sentimental, 
and short-sighted enterprise. 

For heredity and environment the founder of Bogue, 
Francis Galton, has adopted the terms “nature” and “nur- 
ture,” respectively. It is clear that the former factor has always 
appealed to him as far outweighing the latter in importance. 
About ten years after the publication of The Origin of Species, 
and shortly before the appearance of The Descent of Man, 
Galton brought together in his noteworthy Hereditary Genius a 
large collection of genealogical and other materials from which 
he demonstrated the tendency of great mental and other natural 
gifts to identify themselves for generations with certain families ; 
that is, to reveal themselves as the products of heredity. These 
gifts were due, then, to “nature,” although the fullness of their 
fruition was conditioned by the chances of life, or “nurture.” 
If superiorities are thus the outcome of heredity, the conclusion 
is inevitable that the destiny of the race must lie in its mating— 
in what hereditary elements are brought together. To quote 
from the first page of Hereditary Genius: “I propose to show in 
this book that a man’s natural abilities are derived by inheritance, 
under exactly the same limitations as are the form and physical 
features of the whole organic world. Consequently, as it is easy, 
notwithstanding these limitations, to obtain by careful selection 
a permanent breed of dogs or horses gifted with peculiar powers 
of running, or of doing anything else, so it would be quite 
practicable to produce a highly-gifted race of men by judicious 
marriages during several consecutive generations. . . . I 
conclude that each generation has enormous power over the 
natural gifts of those that follow, and maintain that it is a duty 
we owe to humanity to investigate the range of that power, and 
to exercise it in a way that, without being unwise towards our- 
selves, shall be most advantageous to future inhabitants of the 
earth.” 
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In these words can be seen the germ of Eugenics. To this 
system of race-improvement Galton at first gave the name 
“stirpiculture,” i. e. the cultivation of a special stock or strain; 
but, after some years, during which this term came to be abused, 
he adopted the alternative designation. Eugenics is “the science 
which deals with those social agencies that influence, mentally or 
physically, the racial qualities of future generations.”® Mr. 
Galton has published a good deal upon the subject of late years, 
and has even gone so far as to endow from his own private for- 
tune a research fellowship in the University of London for the 
promotion of the study of ‘National Eugenics.” It should be 
added that the early years of the present century have witnessed 
a remarkable rise of interest in the applicability of evolutionary 
reasoning, or Darwinism, to.man. At least one important work 
each, to say nothing of slighter publications, has appeared in 
England, in France, in Germany, and in the United States 
within a few years. The general topic of human evolution, 
biological and social, is before the scientific world. 

Most of these publications, large and small, have some sort of 
working program to suggest, though the latter may not parallel 
Galton’s. But they all signalize evils to be overcome, and several 
of them develop at some length an aspect of human breeding, 
already alluded to, and one touched upon with considerable 
earnestness in The Descent of Man: they warn of the existence 
of an “inverse-selection,” whereby, in contradistinction to the 
“survival of the fittest,” the race is being bred prevailingly from 
its inferior elements. The factors which give rise to this menac- 
ing process are called by Dr. Schallmayer’® “contraseiective” or 
“counterselective’; he recalls the factors mentioned by Darwin 
and adds a number of others. The nature of the task of 


* Sociological Papers, 1905, p. 3; cf. id., 1904, p. 45. 

“The most important ones are referred to in this article. Of older works, 
that of Haycraft (Darwinism and Social Progress, London and New York, 
1895) should receive mention. The most significant enterprise connected 
with the general subject has been the so-called Natur und Staat series, edited 
by Ziegler, Conrad, and Haeckel. These monographs were written in a prize 
contest, of which a brief description is given in vol. xii, No. 4 (Feb., 1904). 
of this Review. 

*Vererbung und Auslese im Lebenslauf der Vilker, Jena, 1903, pp. 111 ff. 
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Eugenics can be the better understood for a review, necessarily 
non-comprehensive, of the most important of them. 

War and military organization, first of all, though selective 
upon a lower stage of culture, are now prevailingly counter- 
selective. The best are exposed to danger, while the inferior 
do not see the enemy; and, even among the best, the superior 
man physically—the strongest, the fleetest—has little better 
chance of survival than his inferiors. All are “food for the 
bullets.” And even if there is no actual war, the man in the 
service is exposed to diseases and temptations from which the 
man at home is relatively protected. Again, though he may 
have escaped all these ills, the former has lost several years of 
youth, necessary habits of steady industry are perhaps unformed, 
his chance of getting on in the world is lessened, his marriage is 
delayed, his family diminished. It might be added that he is 
not infrequently demoralized for the rest of his life, and that his 
children are likely thereby to suffer some diminution of oppor- 
tunity, or even some positive and vital harm. Schallmayer has 
in mind chiefly German conditions; America, with its erstwhile 
diminutive standing-army and small navy, has seemed to many 
to be profiting largely, in consequence of her beneficent isolation. 
But anyone who has gained a remote conception of the incurable 
injury to the quality of population in the United States, inflicted 
as a consequence of the Civil War, needs not to have it proved 
from others’ experience that war has a strongly counterselective 
influence.?? 

Again, the modern industrial organization does not call for 
the biologically fitter, thereby enhancing their chances in life, 
and so their opportunity to hand down their qualities to a 
numerous progeny. If a man is to be a machine, certain rela- 

“ Naturally there is another side to this question, one strongly supported, 
especially under a régime of militarism. For the present purpose it is not 
necessary to balance the evidence, as no one would be disposed to deny most 
of the points above. See Schallmayer, 156 ff. Attention might here be called 
to the trenchant paragraphs of Herbert Spencer (Principles of Sociology, 
3 vols., New York, 1905, etc., vol. i, §266) respecting the metamorphosis of 
societal ideals and institutions effected by a trend toward militarism. In 
many respects Spencer’s remarks, called forth by observation of English 


conditions, are singularly applicable to those now exhibited in the United 
States. 
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tively low human activities become the object of selection. The 
biological ills of the industrial system have been strongly stated 
by many socialistic writers. At the other end of the scale of 
prosperity, further, the institution of property operates to replace 
“natural mating” with the less impulsive type. It also ushers 
into domestic life not a few of the biologically unfit who are 
well provided with this world’s goods. The way in which 
property is inherited operates not infrequently to limit procrea- 
tion on the part of eligible parents, and to throw all the oppor- 
tunities of early marriage, possession of a large family, and the 
like, in the way of the less fit. This was one of the counter- 
selective factors to which Darwin gave most attention. 

Again, celibacy, late marriage, and the artificial restriction of 
families are counterselective, for they occur chiefly among the 
ranks of the “fitter.” The celibacy enjoined by the Church 
comes in here for considerable attention, although, as Mr. Henry 
C. Lea has shown,'* there was much infringement of the ideal 
prescriptions laid down.'* Celibacy, deferred marriage, and 
limitation of offspring under modern conditions are taken to 
be the expression of prudence characteristic of higher types of 
human beings. It is well if they can properly be so taken; too 
often, however, their presence is indicative of irresponsible pleas- 
ure-seeking. Figures show incontestably that these three forms 
of prudence are characteristic of the so-called “higher classes.” 
They are taken to be counterselective because they favor the 
disproportionate increase of those elements in society assumed 
to be less desirable. Their prevalence also favors the develop- 
ment of a group of the strongest of counterselective factors, 
of certain hideous diseases whose activity directly injures the 
mechanism of heredity, but against which the strong stand little 
better chance than the weak. 

One of the most unexpected of the counterselective factors 
is the development of therapeutics, hygiene, and the technique 


* An Historical Sketch of Sacerdotal Celibacy in the Christian Church, 
Philadelphia, 1867. 

* A number of authors, including Galton, digress while speaking of celibacy, 
generally with Spanish conditions in mind, to the activity of such an institu- 
tion as the Holy Inquisition, which resolutely repressed, where it did not 
eliminate, any persons who had mentality or originality enough to become 
heretic. These left few descendants, at least in the land of oppression. 
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of nutrition. At first sight this seems to constitute the chief 
boon wrung by man from hostile Nature. But, in a sense, it is 
a gift (to change the metaphor), in the giving of which Nature 
might be pardoned for having been reluctant. Briefly, all these 
agencies, though of prevailing excellence, yet are counterselec- 
tive in this: that they rear up to the age of maturity and of 
procreation many who formerly fell early beneath the sweep of 
natural selection. Precisely because these agencies constitute, 
from several points of view, the most evident and important 
benefits of civilization, do they become unwholesome checks 
upon the action of the pitiless adapting agency of Nature. 
Through the development of civilization, as has been seen, man 
withdraws himself from beneath the untempered sway of natural 
forces; here, it appears, he has probably emancipated himself 
almost too fully. Selection as a preliminary to mating, i. e., 
the death before maturity of the weakly, has been often displaced 
and delayed until mating has been accomplished, after which 
time it is powerless to secure to the “fittest” of the next genera- 
tion their old birthright of unburdened and unhindered develop- 
ment. And the old-time survival-with-little-aid as a guarantee 
of proper mating has as yet been replaced by no strong and 
controlling body of conventions or folkways. 

Not to devote a disproportionate amount of space to inverse 
selection, but one other factor is singled out for mention: what 
Schallmayer calls the “individualistic tendency of humanitarian- 
ism.” Humanitarianism in general is, of course, biologically 
counterselective, for it always eases the struggle for existence 
and so operates—and that is perhaps its chief aim—against the 
elimination of those who are losing in the conflict. Carried to 
senseless excess, as in Spain of the late Middle Ages, it foists 
upon the really wholesome and vital body of society a deadly 
parasitic growth; beggar-migrations at one time literally invaded 
Spain, where undiscriminating charity was one of the surest 
titles to heavenly bliss. Nobody denies the ethical and social 
values of willingness to aid the fellow-man with discrimination ; 
what is lost biologically is doubtless made up for socially.1* But 





“No one denies the social virtue, to say nothing of the personal obligation 
to humanity, of succoring a fellow-man in distress, whatever form the afflic- 
tion may take. But that complaisance should extend to the assurance of the 
“right” to procreate, is another matter. 
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“the individualistic tendency’? of Schallmayer is one that is blind 
to all those larger group-interests which at times dictate refusal 
of aid where the personal tendency would be to afford it. No 
one is fit to give charity whose sentiment overweighs his intel- 
ligence, and whose perspective is bounded by the individual 
relation of giver and recipient. 

This list of counterselective factors has been introduced and 
explained to this extent in the hope that it may give a more 
concrete idea of “those social agencies that influence, mentally 
or physically, the racial qualities of future generations” — 
agencies which it is the business of Eugenics, as a science, to 
investigate, and, as an art, to further or to obstruct as shall best 
subserve the interests—the race-interests—which it professes. 

It will be particularly noted that the point of interest respect- 
ing the foregoing counterselective factors, and any others, 
whether their action be regarded as favorable or unfavorable, 
lies in the extent to which they influence the destiny, not of the 
living, but of future generations. The object of concern is the 
society, not the individual; hence the purview can be bounded 
by the life of no one or two generations. The living, especially 
the mature, are regarded as already predestined beyond the 
power of man to effect essential alteration—indeed, from the 
point of view of Eugenics, it would seem like waste labor to try 
to transform those who, in the course of nature, are soon to pass 
away. It is the unborn who are the object of interest—or, 
rather, it is the question, Who shall be born? that occupies 
the perspective to the total eclipse of proximate issues. Eugenics 
tries to make a start as near the beginning as possible, on the 
principle that to produce a certain kind of man you must com- 
mence forming him generations before his birth. But the 
nearest thing to a beginning, if one disbelieves in the inheritance 
of acquired characters, is the control of the mating from which 
springs a creature that is, in very truth, new. The Eugenists 
want the physically afd mentally normal and healthy to begin 
procreating as soon as they attain to fullness of manhood and 
womanhood, and to furnish a disproportionately large, instead 
of disproportionately small, share of “thoroughbreds” for the 
next generation. The discussion of artificial human selection 





1908] The Sczence of Rearing Human Thoroughbreds. 145 


for the purpose of mating is always envisaged with the procrea- 
tive chances of “the best” in the foreground and alone. 

It is assumed that the best are, physically, the healthiest; and 
otherwise are those who have, through their own success in life, 
or in the retaining of a station bequeathed to them, demonstrated 
abilities of mind, temperament, or character. Even the degen- 
erate offspring of the fit may have a (transmissible) spark of 
fitness in them. When the statement is made that society is 
breeding from inferior stock, the proof always includes a com- 
parison of the size of families of low-class laborers and of, say, 
the professional classes. Such a comparison is based upon the 
social function discharged, and rests upon the tacit or explicit 
assumption that ability will, as a rule, rise to its proper level of 
recognition. Anyone would admit at once that such criteria of 
social fitness must work injustice to some, but they are believed, 
this notwithstanding, to cover the majority of cases; and that is 
all that can be reasonably demanded. However, there are some 
who flatly challenge this method of identifying the best or 
fittest, and it may be well to introduce their diametrically opposed 
views at this point. The strongest recent development of these 
views has been that of the veteran natural and social scientist, 
Lester F. Ward.1® His great theory is “social egalitarianism,” 
as he calls it, by which he means the equality in the power of 
producing potentially great men, or geniuses, of all grades of 
culture. He lays great stress upon environmental conditions, 
or nurture. Potential great men are born, he thinks, at about a 
constant ratio in all classes of snciety; and the geniuses we 
come to recognize are simply those who have had the chance, in 
a favoring environment, to emerge. Their nurture has brought 
out a nature that would otherwise have suffered eclipse. For 
examples in point, Ward relies chiefly upon the lists of French 
men of letters collected by M. Odin.'® The latter finds the great 
men cropping out in the environments that are favorable, that is, 
where they can get their chance or nurture. Such environments 
are usually within or near cities, especially those endowed with 
educational facilities and other opportunities. Professor Ward 


“In his Applied Sociology, Boston, 1906. 
“ Genése des Grands Hommes, Paris, 1805. 
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further supplies from his own research a number of cases, like 
those of Darwin, Spencer, and Mill, which, he asserts, go to 
show that each of these several geniuses profited by some favor- 
able conjuncture of circumstance that relieved for him the con- 
straint to “blush unseen.’ On the other hand, it is believed 
that there have been many ‘‘village-Hampdens”—potential great 
men for whom the mischances of life have been too much. The 
adage about the irrepressibility of genius is taken to be devoid of 
truth. Folk-wisdom teaches that opportunity, though it may be 
disguised, is pretty widespread, but that those who can take 
advantage of it are few and elect; Protessor Ward, on the con- 
trary, regards the potential advantage-takers as legion, but 
thinks that the blanks in life’s lottery are dealt out with a free 
hand, that the distribution of opportunity is a niggardly allot- 
ment, and that the hazard of the draw is wellnigh decisive. He 
thinks that the assurance of opportunity—and by that he means 
education in the wide sense—to all would speedily result in a 
much larger output of distinguished men, that is, of the fittest. 
Here there is probably room for fruitful debate and for careful 
investigation. This egalitarian hypothesis is extended, however, 
to cover much more questionable cases. It carries with it the 
assertion of the equality of the sexes in the production of poten- 
tial geniuses; if women are given the proper education, our 
crop of individuals of extraordinary distinction can be forthwith 
doubled. Further, the idea even of race-equality. in this line is 
strongly championed. These latter considerations, as set forth, 
do not carry over-much of conviction; in fact, they inspire 
rather a retrospective misgiving as to the other and less radical 
parts of the theory. The importance given by Professor Ward 
to the element of environment may well serve, however, as a 
check upon the tendency to stake more than is expedient upon 
that of heredity. 

Returning now to Eugenics and its program, it seems clear 
that the objects it proposes are plain, generous, scientific and 
worthy in the highest degree. Any reflecting man must admit 
that these objects ought to succeed; that their promise is too 
good not to be true and realizable. He can have nothing but 
enthusiasm for rational man-breeding if it is possible, and even 
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though it looks impossible. But candor obliges the most enthu- 
siastic to see formidable difficulties in the way; many and 
redoubtable objections can be urged against the practicability 
of the system. Of these possibly the most immediate, if not 
the ultimate, is rooted in distrust of the human selective agency. 
Conventionalities deep-grounded in the race’s past seem to have 
made a poor job of it in many cases; but how can more be hoped 
from the taking of thought on the part of human would-be 
directors? Again, the Darwinian comparison of artificial and 
natural selection rises involuntarily before the mind, for the 
relative ineffectiveness of artificial selection is shown by Darwin 
to be due to shortness of sight and brevity of consistent activity, 
from which man, as man, can scarcely exempt himself.’7 It is 
now proposed to put the human race under some such system of 
artificial selection. But if this is done, no guarantee is possible 
against the recurrence of inadequacies—which would seem far 
worse if man were their victim—identical with or analogous to 
those signalized by Darwin. In fact, man is too ignorant and 
short-lived to vie with Nature, for she, testing upon the basis of 
the issue of life and death the most minute and invisible differ- 
ences, even in the obscurest of organs, makes no errors. 

How, then, can man be trusted to reach correct conclusions 
as to the methods and rules of self-breeding? He invariably 
fixes his eye upon single qualities, striking, and yet, perhaps, 
only external and of small import after all; for he is unable to 
grasp the delicate issues of internal adjustment, correlated varia- 
tion, constitutional peculiarities, and the like. Among his ani- 
mals the selector seeks simple and definite qualities—speed, 
weight, strength, color—and breeds along experimentally, or 
even unconsciously, until he brings up against some unfavorable 
result of his breeding that tends to ruin the product. Then he 
strikes off at some angle, experiments at avoiding the misfortune, 
and gradually, through the experience of generations,—all 
breeding, it may be, for the same definite quality,—learns to 
secure what is desired with the minimum of unfavorable com- 
pensation. But how, in man-breeding, can anything analogous 
take place? The animal-breeder at least knows what he wants, 


™ The Origin of Species, i, pp. 1o1 ff. 
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but how about the man-breeder? Men are not allowed to elimi- 
nate men, even though they are manifestly “unfit,” and, in any 
case, nothing is gained by blindly accentuating some one quality. 
Already objections are raised against Eugenics that it contem- 
plates, or at least would result in, one-sided products. These 
are often most desirable in the eyes of the animal-breeder; but 
among men a society of prognathous blockheads, even though 
they are physically gigantic, or of statuesque idiots, is as little 
desirable as one of anemic and rickety bards, or of female 
geniuses whose mother-instincts, even if they marry and bear 
children, may be perverted or atrophied. The task of breeding 
men looks too large for human powers; and many and sore 
would be the misgivings of the thoughtful man at seeing it 
placed in human hands. So eminent an authority as Dr. 
Maudsley'® sums up his distrust in the remark: “I am not sure 
but that Nature, in its own blind, impulsive way, does not manage 
things better than we can by any light of reason or by any rules 
which we can at present lay down.” This is probably the most 
vital theoretic objection to Eugenics, except in its negative and 
least pretentious form, i. e., in the prohibition of clearly objection- 
able unions; incompetency on the part of the agency, its inability 
to secure continuity, its liability to fall into strange and disas- 
trous error,—these are developments to be feared. 

This aspect of the subject opens out into many ramifications. 
Recurring for a moment to the standard which should be adopted 
in human selection, it is seen to be no simple, definite one. 
Nobody would deny that the most desirable human product must 
have certain stock characters; and beneath them all must lie 
sturdy physical stamina, or the race is endangered. But where, 
for example, could the line be drawn between brain and brawn, 
between qualities practical and zxsthetic? If human selectors 
had been at work, what would have been the fate of many a 
physically weakly strain endowed with great mentality? Biologi- 
cally considered, it may have done harm to the race, it is true, 


* Sociological Papers, 1904, p. 54. Galton’s articles on Eugenics, printed in 
the foregoing Papers, are accompanied by many comments, made orally 
subsequently to the delivery of the addresses, or submitted later in written 
form; press comment is included. These contain much matter of signifi- 
cance, but which manifestly cannot be included here. 
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but its achievements are yet cherished by us all. Into this whole 
matter comes the eternal question of compensation and counter- 
balance, before whose unexpected eventualities the human mind 
stands helpless, perforce resigning the matter—as yet—to 
Chance, or Nature, or God. 

But there is another form of objection, somewhat more concrete 
and which approaches the argumentum ad hominem; for this 
reason it is the most obvious to the layman and is regarded by 
not a few as decisive. It is said that sex-passion cannot be con- 
trolled. Dr. Maudsley,’® again, assents to this assertion, 
quoting the lines of Shakespeare : 


“You may as well try to kindle snow by fire 
As quench the fire of love by words.” 


Others are disposed to go further and maintain that even if love 
can be controlled it ought not to be, inasmuch as it is a natural 
force, implanted in organic life that this life may be perpetuated. 

The only general answer to objections like these is that, for 
good or ill, man has been interfering with his own destiny now 
for some ages. It has become a sort of “natural law” that he 
shall. Looked at in the broadest way, all human civilization, as 
we have seen, has been the gradual accumulation of maxims and 
methods calculated to withdraw men from beneath the undis- 
puted sway of nature-forces. From the invention of the 
hollowed log to the construction of an ocean greyhound, from 
primitive barter to modern exchange-operations, man has been 
putting his forces to better use or economizing them, in his 
endeavor to live, and to live on a better scale. One may harbor 
reasonable doubts as to whether we are any happier for being 
civilized; he may feel that for every increase in the numerator 
of the fraction there has taken place an equal or greater accession 
to the denominator;a scrutiny of the counterselective factors, 
several of which are the direct outcome of “conquests over 
nature,” upon which the race has plumed itself, may suggest to 
one that we have been all the time tugging at our own boot- 
straps; but notwithstanding all this, it is evident that it is man’s 
earthly destiny, under some powerful natural constraint, to 
persist in setting up his reason against “natural law.” He will 


a Ae 











44 
H 
f 





150 Yale Review. [Aug, 


continue to do so. Hence the objections based upon misgivings 
and fear, however strong theoretically, fall out of practical 
reckoning; that a thing looks doubtful or impossible has never 
seriously deterred man from attempting it if he has wanted to— 
and sometimes his assault has not been a failure. 

3ut Galton, although he cannot vie with his more noted kins- 
man in being his own severest critic, has yet realized the diffi- 
culties of the system which he advocates, and perhaps more 
fully than men of half or two-thirds his age can do. One does 
not look for inconsiderate enthusiasm in an octogenarian. He 
proposes a course of procedure which looks in the main toward 
the training of a new selective agency for its function, and 
partly toward the popularization of what is now known. In 
his plan, investigation is to take precedence and should cover 
the following: a historical inquiry into the rates of contribution 
to population of the several classes of society; a systematic 
collection of facts showing the circumstances under which large 
and thriving families have most frequently originated; and a 
study of the influences affecting marriage, that is, of social and 
other factors that tend to control the strength of passion. Along 
such lines the Francis Galton Fellow is to work.?° Clearly, if 
there exists a conviction that rational man-breeding would be a 
good thing, an obligation rests upon men to know all that is 
possible about it, whatever their preliminary fears as to its 
impracticability. But the most important part of Galton’s pro- 
gram under the topic of the realization of his system is that 
devoted to the spread of faith in Eugenics. He advocates: the 
dissemination of the knowledge of the laws of heredity, so far 
as surely known; and persistence in setting forth the national 
importance of Eugenics. He does not specify how the knowl- 
edge of the laws of heredity—granted that we possessed it as 
an indisputable asset—is to be disseminated; it is doubtful if 
anybody but another and even greater Huxley could spread what 
little we know beyond the intelligent, educated, and conscientious 
few. But Galton goes on to develop a program for the popu- 


* The following proposals are to be found in the Sociological Papers, 1904, 
pp. 45 ff.; 1905, pp. 3 ff. Topics requiring investigation are given in the 
Papers for 1905, pp. 14 ff. 
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larization of Eugenics as a national policy; it must be made 
familiar as an academic question until its exact importance is 
understood and accepted as a fact; it must be recognized as a 
subject whose practical development deserves serious considera- 
tion; and “it must be introduced into the national conscience 
like a new religion.” 

This program seems modest, unassuming, and reasonable 
enough; it is not quixotic, except, perhaps, for the last point. 
Galton realizes that he is at the beginning, and that the campaign 
must be laid out over long decades and with reserve. He 
evidently holds the view that most grand ideas begin by being 
academic questions, and there is a good deal of evidence to sup- 
port him; it is generally conceded that it is worth while to know 
something, and, if so, the academic reasoner has his function in 
life. But in the present case, as has been hinted, there are long 
academic battles ahead. As for the second point, it seems likely 
that it can be proved, and that readily, to most thinking men, 
that the “practical development” of the question “deserves 
serious consideration.” But the making of Eugenics into a 
religion is a different matter. What Galton means by this 
expression is, in reality, that feeling—sentiment—apart from 
intellect shall be enlisted in the establishment of Eugenics; that 
some sort of motive beyond and above reason, be it fear or what 
not, must sanction what has been cerebrated out in the threshing- 
over of the new idea, before the latter can become a reality. 

It is clear enough to the sociologist that, to attain its end, such 
a plan must contemplate the introduction of Eugenics into the 
folkways—into that body of customs and habitudes which come 
to be lived up to most instinctively. Even more: it means that 
Eugenics shall come to live, move, and have its being beneath 
that inveterate sanction of the folkways, the supernatural. It 
is clear that there is confusion here, for Galton evidently does 
not refer to the old-style religion, based upon credulity and the 
supernatural; he invokes rather a sort of sublimated intellectual 
faith. But such a religion lacks real and elemental strength, 
being bereft of that control over action which feeling wields 
practically alone. Hence there could not be created, by reason- 
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ing, such a sanction for Eugenics as the folkways have. As an 
idea it is too purely rational and intellectual to be adopted into 
the mental outfit of the masses and races, as, for example, the 
horror of incest has been. It can be, according to Galton’s 
program of appeal to the intellect, no more than a rational rule 
of conduct, standing upon its rational merits, but with no revela- 
tion behind it; that is, with no grand continuity-securing 
sanction rooting ultimately in the vital exigencies of life. There 
is little use in trying to put the prescriptions for the art of man- 
breeding in positive form, i. e., to point out proper unions; and 
even in the better understood negative, in the form of a taboo, 
there is here comparatively little compelling force. There can 
be no adequate, clean-cut taboo on non-eugenic unions, because 
there are too many acts of judgment implied—acts at the same 
time too complex and involved, whereas the effective taboo has 
regularly been the arbitrary, concrete inhibition of a definite 
action. Compare the vividness of the taboo, “Thou shalt not 
steal,’ with the vague prescription, “Thou shalt not contract a 
kakogenic alliance.” The latter would demand a full set of 
explanatory apparatus and perhaps an appendix upon biological 
theory. 

Nevertheless, Galton is not confused upon the essentials of 
the case. He may talk about “national conscience’ without 
realizing exactly where it comes from, but when he confronts 
that concrete objection which denies the possibility of the control 
of passion, he has his facts ready for action. That something 
has exercised a real and a stern control, he is ready to prove. He 
rehearses a number of effective “Restrictions in Marriage’™' 
that have unquestionably attained their ends. These are taken 
up under the headings: (1) Monogamy; (2) Endogamy; 
(3) Exogamy; (4) Australian Marriages; (5) Taboo; (6) 
Prohibited Degrees; (7) Celibacy. It is shown that systems 
like the first three can be enforced—in fact, become almost 
instinctive; and that absolute prohibitions, as in the last three, 
are entirely workable. The immense complexity of the Aus- 
tralian systems is seen to persist without infringement and among 
“low” tribes, although the trained European mind can scarcely 


* Sociological Papers, 1905, pp. 3 ff. 
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yet grasp their intricacies. Without question, some of these 
taboos are so strong and persuasive as almost or quite to suppress 
the out-reachings of sex-passion in certain directions. The 
conclusion reads: “It has been shown under each of these heads 
how powerful are the various combinations of immaterial motives 
upon marriage selection, how they may all become hallowed by 
religion, accepted as custom and enforced by law. Persons who’ 
are born under their various rules live under them without any 
objection. They are unconscious of their restrictions, as we are 
unaware of the tension of the atmosphere. The subservience 
of civilized races to their several religious superstitions, customs, 
authority and the rest, is frequently as abject as that of barba- 
rians. The same class of motives that direct other races direct 
ours, so a knowledge of their customs helps us to realize the 
wide range of what we may ourselves hereafter adopt, for 
reasons as satisfactory to us in those future times as theirs are or 
were to them at the time when they prevailed.” 

Galton evidently expects that Eugenics will somehow, through 
intellectual conviction, get into religion, or something like it, and 
then be made into custom and law. But this order, though it 
would save a good deal of time, is not the normal one. Religion, 
as a student of its origins and history will readily admit, and as 
a dispassionate observer of contemporary life will have noticed, 
but rarely lends effective and enduring sanction to anything that 
has not time out of mind existed in custom; even written law 
may long precede religious sanction. The Middle Ages demon- 
strate the attempt to proceed from dogma to the regulation of 
practical life and its customs and ways. In general religion can 
lend effective sanction to custom only. But, as the early pages 
of this essay attempted to show, a thing that becomes a custom—a 
folkway—must have been, in origin, a tried and proved expedient 
in living, a socially selected adaptation to environment. If this 
is the only kind of thing to which religion can lend effective 
sanction, then Eugenics, if it is to be “introduced into the 
national conscience like a new religion,” must first pass into the 
body of habitudes and traditions. 

How can this be done? Or, to put it more concretely, how 
can unfortunate unions be effectively tabooed, as incest is 











A i 








154 Yale Review. [ Aug. 


tabooed? Applying the principles we have developed, and their 
implication, it might be answered: Not by rational prescription, 
but by sad experience; not by persuasion, but by pain. The 
conviction that such and such unions are evil must be brought 
home to the masses, if at all, not by the microscope or the sta- 
tistical table, but by actual, tangible misfortune, and on the large 
scale. This alone will cause them to distrust their accepted 
“ways,” and to tolerate the thought of other ways. There must 
at least be personal suffering to be compared with the weal of 
others; or, since this is a social matter, there must at least be a 
comparison of the destinies of societies practicing, respectively, 
good and bad systems of man-breeding. “At least’’—for such 
an outcome, though it looks slow and hard, would be the easiest 
way. It is doubtful, contemplating in the light of the past, if a 
process even thus tardy would be practicable; reform in such 
manner suggested and rationally adopted would appear too 
cheaply bought to be a human purchase. To judge by the past, 
individuals and societies are not introspective or rational enough 
to perform such a feat of pain-economy as this; anticipatory 
convictions arrived at by the comparative method have played 
little part in the molding of the race. For a people to become 
rationally Eugenic, would be a performance certainly far eclips- 
ing in grandeur the changing of folkways presented in the recent 
history of Japan; and yet, granted that the latter development 
was purely rational in its origin and prosecution, it stands to all 
as a sort of latter-day wonder of the world. It could not have 
been accomplished in the absence of a discipline to which Europe 
and America are strangers. It does not seem possible that 
Eugenics could thus be realized; a convention or habitude such 
as Eugenics would demand for its enforcement would probably 
have to go back for its origin to the destructive efficacy of group- 
conflict, and elimination or subjugation. It is thus only that 
the expediency of the folkways has been proved—without 
reasoning, but beyond peradventure. 

A baneful custom—close and continued inbreeding, for 
example—is driven from the world, persisting only in out of 
the way stations. How? Because inbreeding groups have 
succumbed in the conflict with those whose blood is freshened by 
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mixture, or they have persisted solely in isolation from such com- 
petition, in the corners of the earth.** They have lost their 
lives, or their group-identity. In general, societies prosper as 
they give up close inbreeding; a tendency toward exogamy has 
been an advantage in the conflict of races. For this reason it 
has passed naturally into the folkways. How might Eugenics 
take a similar course? Suppose—a thing which is true—that the 
races of the present day differ in their observance of Eugenic 
principles, in their toleration of counterselective agencies, and 
the like.2 If then, ill-breeding and counterselection are great 
handicaps, the races that depart from them already possess a 
substantial advantage, which must some day tell. If it does, 
then Eugenics is sure to crystallize into a policy of successful 
living, that is, to get into the customs and habitudes of con- 
trolling groups. Having become by demonstration a heritage 
of unquestioned value, it is then a candidate for religious sanc- 
tion. It is hard to see how Eugenics can receive widespread 
acceptance without some such conflict and survival. Perhaps 
in these later ages it will not be necessary to go through all the 
crudity and cruelty of the race-struggle; perhaps such selection 
can be avoided or anticipated by the taking of thought. But 
if Eugenics can, even within centuries, as a result of rational 
analysis and demonstration and of propaganda based thereon, 
come to stand fora “national religion,” then it must be admitted 
that there has come about a qualitative change in the ways of 
men—the folkways. For it is into the body of these that 
Eugenics must penetrate, if it is to become such a force as its 
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“It is immaterial to this argument whether the reason assigned above, 
or any of the other explanations given by Spencer and later sociologists, be 
accepted as accounting for the retrogression of close endogamy; granted that 
exogamy was for any cause a development favorable to the increase of group- 
Strength, and the decline of its opposite is accounted for. 

*Cf. Schallmayer (193 ff.), who discourses on “the biological value of 
Chinese culture.” 





et 





ee 








THE CONFLICT THEORY OF DISTRIBUTION. 


CONTENTS. 


The conflict theory of progress, p. 157; economic progress due to codper- 
ation, not to conflict, p. 157; the diffusion theory of distribution, p. 158; the 
need of an economic basis of socialism, p. 160; the concessions of Professor 
Boehm-Bawerk to Professor Clark, p. 162; have Austrian theories descended 
from a new statement of economics to a defense of a particular doctrine ? p. 
163; Adam Smith’s defense of the capitalist, p. 164; does industry need two 
types of men, laborers and capitalists ? p. 166; is the source of capital saving 
or industry ? p. 168; the rate of interest preserves capital but is not the cause 
of its increase, p. 169; the effect of a rising standard of life on the rate of 
interest, p. 170; does a bookkeeper’s ledger show the real facts of industry ? 
Pp. 172; is interest a flow of income or a kind of future goods ? p. 174; are 
rent and interest the same or are they different kinds of goods? p. 175; there 
is no structural source of interest, p. 178; the standard of life of each class just 
equals the sum of its income in rent and wages, p. 180; profits are the nor- 
mal source of increasing capital, p. 180; profits are future goods, p. 181 ; an 
immediate increase of consumption can take place only by a neglect of a 
replacement fund, p. 181; economic forces are destroying the old social 
classes with their conflicting interests, p. 183; there is but one economic 
man and but one group of economic forces, p. 184; the unity of the race and 
the cessation of conflict will follow the supremacy of economic law, p. 184. 


HE problems of thought adjustment are caused by changes 

that superimpose a new on an old civilization without any- 

one’s being conscious of just when or how they are effected. 
And this in economics creates the difficulty that the truth, or 
at least the half truth, of the old is the vicious falsehood of the 
new. Economists cannot therefore build straight upward or 
onward, adding story to story; they must always tear down and 
build over, using many old bricks and structures, but putting 
them in new places. And the errors of the day are merely old 
truths that have outlived their usefulness. The economist there- 
fore seems in revolt because of the importance he attaches to 
present facts. Each new epoch begins with a distrust as to the 
truth of some old seemingly well-founded doctrine, and ends in 
an open revolt as its inadequacy becomes more apparent. The 
opponents of economists are always at their best when they resort 
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to sociological and historical evidence; while the economist is 
never victorious except when on the sure foundation of present 
facts. 

So much for general statements: the particular application is 
that the old harmony in economic thought has been disturbed by 
the injection into its realm of a mass of sociological and historical 
data that has been blended into a system by the socialists. If this 
new group of thinkers called themselves sociologists or historians 
they might be disregarded. But they openly claim to be econo- 
mists; and the worst of the matter is, they have, so far as state- 
ment goes, the mass of the older economists on their side. Noth- 
ing please a socialist or a single taxer better than to quote 
authorities and to use the well-known economic theories to prove 
his case. The economists rubbed their eyes in surprise when 
this assault first began; but they soon realized that their favorite 
authors were not so perfect as they supposed, and that economic 
doctrine must be recast so that it would rest wholly on present 
data. This I take it is the real meaning of the present movement 
in economic thought. It will not-accept socialism; and to free 
itself from the snares into which it has fallen through the careless 
statements of its creators, it must isolate itself more fully from 
history, sociology, and other disciplines that give undue weight 
to past experience. 

To state this contrast more specifically: sociology, socialism 
and history have tied themselves up to the conflict theory of 
progress. They even drag into their alliance biology, with its 
theory of survival. An economist cannot accept this conflict 
theory, because he finds that the progress of the present is due 
to cooperation and not to conflict. There is thus a direct contrast 
between present facts that make codperation the basis of progress, 
and the data of the past that, as history, sociology or socialism, 
favor the conflict theory. If this be true, progress in economic 
thought must give increased emphasis to codperation, and eject, 
as false, arguments and doctrines that favor discord or emphasize 
class interests. 

While all economists would agree to this principle, it is most 
difficult to carry it into execution, because in the very fore of all 
economic discussion has been a conflict theory of distribution. 
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The older economists divided society into three economic groups, 
whose interests were opposed and whose incomes grew only as 
those of other classes were cut down. And thus it is that to get 
rid of conflict theories in economics is no easy task, and it is no 
wonder that the progress of thought has been so hesitating or 
that its goal seems so uncertain. 

The escape, however, is not by the further elaboration of 
static theories which emphasize conflict, but by a transfer of 
the attention to the dynamic phases of economic progress. There 
results from this newer viewpoint a theory of distribution that 
emphasizes the harmony instead of the opposition of interests. 
The older thought assumed that for each kind of income there 
was a social class who were interested in its defense. The social 
condition of England at the time economic theory was formulated 
favored this concept. The aristocracy held the land, the so-called 
middle or industrial class owned the capital, while the great mass 
of unskilled and politically unprotected laborers did the work. 
The essence of the Ricardian economics was an opposition to the 
aristocratic landiords, and it succeeded so well that an imputation 
of being unearned was put on their income. In America, how- 
ever, while we have rent, we have no landlord class. The 
income from rent and interest is so diffused that all income- 
receivers form one class. It was thought by economists some 
years ago that profits would be the basis of a new class of 
promoters whose interests would clash with those of conservative 
investors. But while it was easy to set off profits by itself and 
to determine its law, no social class appeared to claim it. Profit 
holders blend with the holders of rent and interest and think of 
themselves as a social unit. All get profits, rent and interest in 
their income: some get more from one source than from the 
others, but not enough more to separate their interests from those 
of the general class to which they belong. Any kind of income 
that has no special class to receive it becomes diffused income in 
which the larger social classes share, perhaps unequally, but yet 
not enough so to break up the harmony of feeling among them. 

There thus arises in dynamic economics a diffusion theory of 
distribution in contrast to the conflict theory so much emphasized 
in static economics. According to this law, incomes blend as the 
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classes unite in larger units, so that the funds that are separate in 
static conflicts are diffused when men form larger social groups. 
Break up social stratification and the various kinds of income 
will blend into a common fund, in which all share with enough 
equality to preserve social harmony. This blending and this har- 
mony have been plainly worked out in the case of the holders 
of interest, rent and profit. It is equally clear that it is being 
worked out in case of the classes whose incomes are less than 
$1,000 a year. The smaller groups that united to defend special 
interests are plainly losing their hold, and in their places are 
coming larger groups that defend the general interests of the 
working class. But while this group is nominally wage-earning 
and its members both talk and think as laborers, yet, as they 
succeed, more of their income is derived from other sources, 
until when families get $1,000 a year their income is derived more 
from monopoly, rent and interest than from mere wage-earning 
power. They own houses, they receive special rents from the 
position of local advantage they hold, they enjoy monopolies 
through their trade unions, and they derive great advantage 
from the municipal expenditures that give them water, health, 
sanitation and education. Their income is thus not pure wages, 
but a diffused income derived from many sources. And this 
diffusion is promoted by the growth of capital, the mobility of 
labor, the variety of consumption, and the increase of efficiency. 
Every movement that places laborers where they belong, and 
causes them to consume in greater quantities the complementary 
goods that their new situation affords, breaks down the opposi- 
tion of interests they formerly felt and places them more in touch 
with the larger interests of the community. The various claims 
on income due to past services and conditions are reduced. 
Rent, profits, interest, risk and monopoly receive smaller shares, 
thus leaving more of the total product to the present workers. 
There is thus revealed the law of economic harmony which 
asserts that when a worker enters into group activity his interest 
lies with the larger group and not with his class, race, section, or 
industry. General prosperity is of more importance than local or 
class sources of income. It is the diffusion of income in a 
dynamic society which makes this true. Any one kind of income 
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is of minor importance when compared with the complex income 
from other sources. Economic advantage is thus promoted by 
attachment to the larger group; economic discord by the empha- 
sis of small groups and particular kinds of income. 

I doubt if any economist will disagree with me in this enun- 
ciation of principles, or with the trend of events I have outlined; 
but there will be disagreement when particular applications are 
made. The situation is so new, the principles are so imperfectly 
worked out and the advance which each economist has made is in 
such a special direction, that we do not see clearly the relation of 
general facts and principles to the particular doctrines in which 
we are specially interested. And this is especially true at the 
present time, when each economist is at the same time a prophet 
of the new and a defender of the old—where each has broken 
with tradition in certain fields and rigidly holds to it in others. 

As an example, take the writings of Professor Clark, in which 
there are traces of three stages of progress. The oldest element 
in his concept of natural justice. Were he an eighteenth century 
writer we should say of him, as of Adam Smith, that he was a 
natural theologian: for it is the thought of Professor Clark, as 
well as of Smith, that economic forces work for the good of all 
men, and, if they are not artificially interfered with, will give 
to each one his just economic reward. No one since Smith has 
emphasized this thought as fully as Professor Clark, nor has 
any one else expressed so deep a conviction of the ultimate justice 
of economic processes. The conflict theory of distribution, to 
which he has given so much attention, appears to be opposed to 
his earlier thought; but he has succeeded in transforming it 
into a precise economic creed, so well expressed and so beauti- 
fully illustrated that it seems rather a part of the gospel of peace 
than of grim struggle. The third element is the dynamic eco- 
nomics, which by itself is quite as antagonistic to the conflict 
theory of distribution as is his concept of natural justice. Nor do 
I think he has been successful in harmonizing the static and 
dynamic phases of his thought. We have had many promises and 
even a partial fulfillment of them in his latest book. Yet he 
holds as firmly as ever to the thought that ultimate laws are 
static, and that the dynamic represents the friction and stress of 
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change, which has great momentary importance but is a disap- 
pearing factor after the lapse of time. I do not wish to argue 
this, for the real point is that it is so difficult to unite in one sys- 
tem ideas of natural justice and dynamic change with those 
of static conflict that no one but a great thinker would attempt it. 
And his success will last only while the charm of his style and 
the nobility of his character exert their soothing influence on 
his contemporaries. In the end must come the breaking of the 
personal spell, and then the parts fall in their appropriate place 
in opposing modes of thought. 

There would be little point to my remarks if events were not 
hastening this dismemberment. Socialism is a growing, persistent 
force, and is badly in need of a strictly economic basis. I do not 
say this because socialists realize it, for they claim even now to 
have an economic basis. A clearer analysis of their arguments, 
however, shows that they are disguised sociologists whose eco- 
nomic doctrines have little validity. The theory of conflict is 
plainly sociological, and the premises of socialism come clearly 
from this and not from economic facts. The verifications of 
socialistic dogmas are historical. It is only through illustration 
that their ideas are made to seem economic. Struggle is in the 
economic world and many apt illustrations of its importance 
can be secured. And yet it is not the principle of the economic 
world and cannot be derived from its premises. The only hope 
of making socialism economic lies in utilizing the conflict theory 
of distribution and thus keeping up the class war on which its 
success depends. Should socialists seek to do this, no writer 
will furnish them more material than Professor Clark. The 
conflict theory is by him carefully stated and easily separated from 
other doctrines. There are pages and chapters used in the logical 
presentation of his theory of distribution, while merely lines and 
paragraphs state his faith in social justice and dynamic change. 
These last give the tone to his books, but the theory of distri- 
bution is after all their content. 

But the real danger of the dismembering of Professor Clark’s 
theories is nearer than that which may arise with the advance of 
socialism. The present controversy has its perils from just 
this source. Professor Boehm-Bawerk has offered the olive 
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branch of peace, in the shape of certain concessions, in the hope 
that Professor Clark in turn will accept the new theory of inter- 
est. A great mass of economic facts have been collected in 
support of this new theory of interest, and the evidence in its 
support is overwhelming if it is looked at as an isolated doctrine. 
And yet Professor Clark cannot accept it, for if he did he would 
destroy that balance between natural justice and the conflict 
theory of distribution upon which the success of his system 
depends. 

If it be granted that the return to capital is not fixed by its 
productivity, and that interest is a tribute of the psychically 
inferior to the psychically superior, there would be nothing left 
of the theory of natural justice. There is a bar to exploitation if 
shares are fixed by the productivity of the agents in production, 
but there is no bar if interest is the reward, not of productivity, 
but of psychic superiority. The acceptance of the defective 
psychology theory of interest would thus dismember Professor 
Clark’s system, and put the resulting theory of distribution 
squarely in harmony with the position of the socialists. Conflict 
would be supreme and class harmony impossible. Doubtless 
Professor Clark would like to gain a general acceptance of his 
theory of distribution, but not at such a cost. And it should be 
noted that Professor Boehm-Bawerk’s concessions are to the 
conflict theory of distribution and not to Professor Clark’s gen- 
eral mode of thought. For this reason there is a real danger in 
the present situation. We all want harmony, but if harmony of 
thought means the elevation of conflict theories to a supreme 
place at the expense of other elements in economic theory, the 
price is too great. 

When I read Professor Boehm-Bawerk’s recent articles in the 
Quarterly Journal of Economics, my first idea was that he had 
changed his position. It seemed a real retreat. But I know 
too well how hard it is to substantiate such a claim. There may 
be early essays in which these ideas have been stated, but their 
present expression reveals elements in his thinking which have 
found no recent outlet. I did not suppose he regarded capital 
as an agent in production, that he thought the theory of impu- 
tation a basal law, that he deemed static forces to be dominant 
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in dynamic societies, nor that he wished to use his theory of 
interest to bolster up the conflict theory of distribution. If these 
doctrines are accepted, the Austrian theories descend from a new 
statement of economics to the defense of a particular proposition. 
The cost of this change is too great to be borne in silence. 

When differences of opinion show themselves between writers 
who were seemingly in agreement, it is hard to point out where 
the disagreement lies. Usually its source is in the general back- 
eround of thought which all accept but which no one clearly 
expresses, and not in the reasoned statements that form the body 
of a writer’s exposition. A quotation is misleading because its 
statements mean this or that, just as the reader supplies the miss- 
ing background. I find it difficult to restate from Professor 
Boehm-Bawerk’s articles the doctrines with which I disagree, 
because our differences lie in this background. There is an 
illustration, however, that clearly involves our differences, and 
this I shall take as a starting point. He says: 


“Here Professor Clark assumes that in an isolated society there 
are one thousand laborers, and that at their disposal stand ‘a 
hundred million dollars’ worth of capital’ (let the reader note the 
precise words). He sets forth (and we should all agree with 
him) that in consequence of the ‘rich environment that these 
conditions afford’—they mean a capital of $100,000 per head— 
the product of these thousand laborers per capita will be enor- 
mous. Every laborer will have at his command, in extravagant 
amount, the best and most effective materials and machines. Sup- 
pose now an additional thousand laborers, capital remaining the 
same. Each laborer will now have at his command a cap- 
ital of $50,000 instead of $100,000. This capital will have to 
take the form of instruments which are on the average cheaper 
and less effective than those which represent a capital of $100,000 
per head. Consequently, the output per man will be less than 
before. So far still we are completely in agreement with Pro- 
fessor Clark.’’! 


Notice the background of this picture. Laborers are in a 
rich environment, each with $100,000 capital. When more labor- 
ers arrive without capital, how is the situation met? Not by 


* Quarterly Journal of Economics, February, 1907, p. 251. The concessions 
to which I object are mainly on the three preceding pages. 
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more work that would make more capital, but by a division of 
the existing capital and descent to less productive methods of 
production. There are poorer tools and a lessened output per 
man, in spite of a rich environment which apparently is inca- 
pable of exerting the slightest influence on the workmen. What 
is lacking? Why cannot the workmen make the good tools 
they formerly used, and by their increase in numbers get more, 
not less, out of the splendid environment? An answer is given 
in economic theory which doubtless would be accepted by the 
users of this illustration. There is need of more than mere 
labor to create capital. We must have men who save as well as 
those who work. I need only quote the well-known statement of 
Adam Smith that parsimony and not industry is the cause of 
the increase of capital, to show how good is the authority back of 
the belief that laborers, even in the best of environment, would 
degenerate if not helped by another social class. Bring into this 
society a group who do not work, but who have the virtue of not 
consuming, and then the laborers can utilize the rich situation 
and do the work which makes capital, but which, as the econo- 
mists picture them, they are not able to do without the aid of a 
fostering social class. And it is but one step from this picture 
of the older economists to the modern theory of distribution. 
Impute to the capitalists the difference between the low produc- 
tivity of the isolated laborers using poor tools and machinery 
and the high productivity that comes from the best forms of 
production. There is thus given to the capitalists a utility which 
puts them on a sure basis; but at the same time a source of 
conflict is created in the sharp contrast between the industrial 
functions of the two classes. 

It is not difficult to trace the origin of this doctrine, or to 
see why the economists have attached so much importance to 
it. Before Adam Smith’s time work was looked on as the 
source of all products, and its importance was emphasized by 
thinking of the worker as being in direct contact with nature and 
getting his reward directly from his individual efforts. There 
were but two agents in production—land and labor—and but 
one share in distribution. The whole product, Adam Smith 
tells us, goes to the laborer in this primitive world. Modern 
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industry, he says, differs from the earlier state by the use it makes 
of capital. And along with this introduction of a third agent in 
production comes the emphasis on saving as the source of capital, 
thus creating a second permanent factor in distribution. The 
industrial transformations have tended strongly to the further 
emphasis of capital, until its importance has become so great 
that it overshadows the other agents in production and seems to 
stand plainly out as a separate entity. And along with this has 
come the rise in power politically and socially of the capitalistic 
class, and the consequent eulogy of the saver as the cause of 
economic progress. 

All this change is clear enough and natural enough. One 
cannot find fault with what has been done, or why it has been 
done. But one can rightly question whether or no Adam 
Smith’s analysis is sound, and whether subsequent experience 
has confirmed his statements about the source of capital 
and its right to a place among the agents of production. 
An economist should also ask whether the modern refine- 
ments of his theory will stand a searching examination. 
For the elevation of capital to an independent place among the 
agents in production has resulted not only in giving it a share in 
distribution, but also in imputing to it the various other attributes 
which agents have. The emphasis of marginal productivity in 
the case of labor and land have caused thinkers to search for a 
similar attribute in capital; and, after the use of much inge- 
nuity and more imagination, they find one by placing all capital 
in a series, with diminishing productivity and a final margin. 
And encouraged by this success they line up the capitalists, put- 
ting first those who have the greatest appreciation of future 
welfare, and at the end of the line the social derelicts who have 
great difficulty in keeping a dollar in their pockets. With a 
million people and a rate of interest of three per cent. the first 
150,000 do the saving; raise the rate to four per cent. and 
numbers 150,001 to 190,000 are called in as recruits and drafted 
into an army. A further rise to five per cent. and numbers 
196,001 to 220,000 pass over into the ranks of the savers; when 
the rate falls and the process is reversed, and the newer recruits 
are discharged and sink back into the life of thoughtless con- 
sumers. 
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This is a very pretty picture, but much prettier than true. To 
show its falseness a reéxamination is necessary of the reasoning 
that has elevated capital to the rank of a productive agent and 
has given it an entity separate from labor and land. And if 
capital is not an entity, with activities and functions like labor 
and land, it is quite possible that the eulogists of parsimony have 
also mistaken its function. This latter point is really of the 
greater importance, because if the increase of production is due 
to a single type of man and not to two diverging types, there is 
no advantage in separating capital from the labor forces that 
created it. The theory of three agents in production is not forced 
upon economists by the facts of industry. It is made necessary 
by the arbitrary separation of mankind into two classes, and 
the need of finding an industrial function for each of them. When 
the economist frees himself from this presupposition, capital 
ceases to be a unit and falls into several distinct parts, each of 
which has laws of its own; or, to speak more accurately, it 
comes under the general laws of the group to which each part 
really belongs. There is no margin to capital as a whole, but 
each form of capital is an element in a margin created by the 
economic structure of which it is a part. A stock of consumption 
goods has a margin, but it is a part of the margin of con- 
sumption goods in general. Capital goods have a margin, but 
it is the margin of the labor that makes them. Capital sunk in 
land and other permanent improvements has a margin, but it 
is the margin of land and not a distinct margin created by its 
own peculiarities. And so with capital value, pure capital, or 
whatever name we apply to the general fund of values. This 
capital does not make a margin; on the contrary, it is the 
margin of consumption goods in general. The income yielded 
creates the capital value instead of the capital creating the 
income. We reverse the natural order of events to make 
a special class (the savers) do what in reality is done by the 
general body of consumers. There is a margin of labor, a 
margin of land and a margin of consumable goods, but no other 
margin. And each kind of capital steps into its appropriate class 
with its margin as soon as economists cease to elevate capital 
into an entity and think of it in terms of its specific qualities and 
functions. 
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Besides this error about margins, there is another, due to the 
confusion of problems relating to the origin of capital with 
those of the present structures in which we find it. Genetically 
considered, the eulogists of capital are right. The efforts of 
the past have made the present. Not only has capitalized effort 
made capital goods, but it has also made land and labor. Most 
land is really made land, and while not all the qualities of men 
are made, the industrial qualities are acquired characters impressed 
upon us by our ancestors. Their efforts have made us as they 
have made land and capital goods. The eulogists of capital 
overdo their case; for instead of showing that it is an agent 
along with other agents, they really prove that, genetically con- 
sidered, it is the sole cause of progress and civilization. But 
however capital may have been created, it exists to-day in the 
form of economic structures, and in these structures capital 
always appears as land, labor and consumption goods. It is only 
in these structures that it has margins: for margins relate to 
present structures and not to origins. Structurally considered, 
there is no capital; all for the moment is land, labor or goods. 
Genetically considered, everything is capital, for the past made 
it for us. We enjoy an income that we do not earn. Capital 
thus has done everything; but, when we look about, we find that 
everything is done not by it but by labor and nature. All that 
we have is capital; and yet nothing we do is done by it. In each 
moment of the past it did not exist; yet it is the only thing of the 
past that has come down to us. We owe everything to the past; 
and yet we do everything ourselves. This is the antinomy of 
capital caused by using the same words to express genetic and 
structural ideas. 

It is this difference between genetic and structural that caused 
Adam Smith to stumble. He tells us that originally the whole 
produce of labor went to the laborer, who, after the use of 
capital, only receives a part of this produce. He also tells us that 
parsimony, not industry, is the sole cause of the increase of 
capital. The trouble is that he qualifies the wrong proposition. 
That labor receives the whole produce of labor is as true as it 


ever was, if we view industry structurally and not genetically. 
13 
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By this I do not mean that Adam Smith’s notions of primitive 
societies are correct. There never was a time when present 
labor did not have to liquidate heavy claims arising from past 
benefits. But all these claims tend to disappear, leaving the 
laborer the sole heir of social surplus. Nothing but labor and 
nature take part in present production, and nature is in no better 
position to claim a share in distribution than are our ancestors, 
Were they here to assert their rights, they might get all instead 
of the mere pittance included in the interest fund. But they 
are not here; hence, to justify the incomes of living capitalists, 
a new doctrine is advanced. Not only must capital be created 
but it must be preserved, and he who preserves it does to-day 
the same service that our ancestors did when they made 
capital And thus Adam Smith’s theory slips over into a 
eulogy of saving. But the doctrine he enunciated should have 
been limited to those existing in a state of deficit and not to our 
modern societies with a surplus. The theory of labor always 
holds, while the source of capital changes with the progress of 
industry. 

Smith recognizes two sources of the increase of capital. One 
is the growth of capital out of the profits of capital. The penny 
gets to be the pound if it is let pile up. This is the principle of 
accumulation. But back of this, and forming the basis on which 
it rests, is the saving due to the restraints on consumption. Genet- 
ically, all capital is due to saving. In a world of deficit there is 
no other starting point. It results from some one going without 
goods to which he is justly entitled. So far, all is clear. But 
how about the industrial progress that changes society from a 
state of deficit to one of surplus? Here the reasoning weakens, 
because we now change over from the genetic problem of origin 
to the structural problem of preserving what we have. And 
thus the argument is shifted from one of origin to the supposed 
difficulties of keeping people from using up what they have. 
Much is made of psychic defects of the masses, long accounts 
are given of the shortcomings of primitive men, and great stress 
is laid on the dissipations of soldiers, sailors, negroes, dock 
laborers and other social misfits. It is a dreary picture of indi- 
vidual degeneration that overlooks the social uplift that has made 
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the workers industrious, frugal and long-sighted. The weakness 
of the argument is that we do not appeal to the psychically 
defective either to make or to preserve capital. We give them 
their full income, which they use without limitation. 

The preservation of capital is a structural problem, while its 
increase is genetic. To accentuate the difference, I shall state my 
conclusion at once. There is no way to increase capital but by 
more industry. There is no way to preserve capital but by a 
rate of interest. The rate of interest preserves what industry 
creates. We have thus two problems which must be treated apart, 
because one is structural and the other genetic. In the primitive 
society which Adam Smith pictures, there are no means of 
increasing capital except saving. The methods of production 
are static, and in all their regular processes yield a deficit. There 
are surpluses, but they are unexpected events, not the products of 
calculation. Men are forced by fear and induced by sacrifice to 
give up to others what, as individuals, they are justly entitled 
to. To become better, means to go without; and this moral 
attitude of mind, carried over into industry, results in a eulogy 
of saving as a twin sister of sacrifice. If both these fail, use 
is made of the constantly impending disasters of the primitive 
world to arouse fears for future welfare and thus put restraints on 
consumption. In this way social standards are depressed below 
their normal level, and the unexpected surpluses, which occasion- 
ally appear, are not used up in dissipation, but are converted 
into capital. We thus get an orderly society by the only means 
that a pain economy permits. When in modern times the sacri- 
fice motive decreases, we put in its place the reward called 
a rate of interest. The higher price of present goods keeps 
men from using them up too rapidly. When we need to replace 
lost capital, we push up the rate of interest and thus induce the 
economy that fills up the gap made by disaster. But a high 
rate of interest will never create new capital. We can in times 
of disaster scare people into economy, but we cannot scare them 
into more efficient production. The increase of capital is the 
growth of efficiency, not a growth of saving. Fear and reward 
are conflicting motives; when we arouse the one we make the 
other dormant. 
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This general analysis is confirmed by a structural examination 
of industry. The well-known alignment of savers according to 
their psychic defects is genetic, not structural. We put at one 
end of the line the primitive races, and after them in order the 
advancing races, until we get the modern industrial worker. 
There is an accidental confirmation of this order in the fact that 
we have about us men of all these primitive types. The weeding 
out process has not eliminated them; and yet they form no vital 
part of modern economic society. They are in society, but not 
of it; for, while they constantly take from society, they do not 
help to mold any of its structural processes. For these we must 
look to normal men and to normal motives. Structurally con- 
sidered, we must have a rate of interest; not because men tend 
to become dissipated and use up capital as primitive men do, 
but because we have so high a standard of life. The typical 
non-saver is not the psychic defective, but the man with a high 
standard of life. To-day, if we consider only those who are 
active in molding our economic structures, it is the higher type 
of men who do not save and the lower types who do. 
We have practically reversed the conditions of the primitive 
world. We cannot, by any stretch of the imagination, assume 
that the man who earns $3,000 a year is the inferior of him 
whose income runs up into six figures. The facts would prob- 
ably be the opposite; but in any case we must discard the 
assumption that psychic qualities control the rate of interest. 

A better analysis shows that our esteem of the future is a 
social phenomenon determined by the group or class to which we 
belong. it is therefore a fixed estimate, changing slowly, if at all. 
It is our estimate of present goods that alters. Values, not future 
estimates, are psychic and fluctuating. When the rate of interest 
varies it is the value of present goods that has gone up or down. 
Future goods have practically the same value from year to year, 
for they are objects of social and not of individual regard. The 
standard of life is the corresponding social estimate of present 
goods, and, as it is raised, men are forced more and more into the 
present; and coincident with its rise, the regularity of industry 
suppresses the fear of disaster and permits the normal man to 
live more fully in the present and to give more attention to 











ion 

to 
yne 
the 


hat 
ing 
ital 
not 
not 
ust 


ond 
do, 
ical 
igh 
are 
ype 
do. 
ive 
me 
im 
ob- 
the 


we 
all. 
ure 
rest 
wn. 
ar, 
[he 
ent 
the 
try 
1 to 

to 





1908 ] The Conflict Theory of Distribution. 171 


the immediate satisfaction of his wants. He thus wants more 
in the present and cares less for his future welfare. The rate of 
interest checks this tendency. It raises the value of present goods 
and preserves the capital that otherwise might be converted into 
present goods and used up. The check, however, is on those in 
advance and not on the tail-enders. The rate of interest does not 
check their dissipation; it may increase it by giving them more 
work. But it prevents pushing the standard of life of the 
better man up to a point where it endangers the structures by 
which this standard is upheld. The growth of wants outruns the 
growth of productive power. The rate of interest is the restrain- 
ing force that equalizes these two forces. It is, therefore, a 
pressure on the higher, more normal men, and not on those who 
hang on from the primitive world. 

This view conflicts with the current statements of economic 
doctrine and also with those of its masters. I could give a host 
of conflicting opinions of living and dead writers, but it does 
not seem wise to do so. One is apt in this way to give a wrong 
interpretation, and to impute to writers doctrines they do not 
hold. But while I might misinterpret others, I know what I have 
myself taught, and may safely put my former views in contrast 
with those I now hold. I think my errors were also the errors 
of other economists, and that many of them still hold these views. 
But of this each reader must judge for himself. 

The simplest form in which my former doctrine appears is in 
the picture of what is called the “turn-over” of industry. I taught 
that at the beginning of an industrial enterprise the manufacturer 
had a certain amount of capital, usually in the shape of money. 
This money he converts into material, or with it hires labor, and 
in the end products appear which he again turns into money. 
There is thus a starting point in money, a series of conversions 
as the enterprise progresses, and a final reappearance of money 
at the end. This description I still regard as accurate. I find 
fault only with what it is made to represent. I thought that, cor- 
responding to the money, there was in the community a like 
quantity of consumption goods, and that the real process was 
that of converting consumption goods into production goods and 
then their reconversion into consumption goods. I now think 
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that the wealth that started this enterprise was in the form of 
future goods, and that at the end it is still in future goods. The 
process we call conversion is merely a change of future goods 
from one form to another. The transformation of production 
goods into consumption goods is done by the consumer and not 
by the producer. The producer’s sole task is to transform one 
kind of future goods into others. He does not start with a pile of 
consumption goods, transform this into production goods and 
then back again. He starts with capital in the form of material 
and machinery, and ends in the production of merchandise which 
the agents of the consumer convert into present goods. 

The error in my former view I shall call the bookkeeper’s 
error, because it consists in the assumption that industrial pro- 
cesses conform to the items of a ledger. The books show a money 
account, and the bookkeeper assumes that he has somewhere the 
amount his books call for. He puts all capital on his ledger as 
money, and then thinks he really has it in money. And then he 
assumes that for this money there exists a fund of consumable 
goods of equal amount for which it can be exchanged. His books 
thus show three things of equal amounts—consumable goods, 
money, and production goods—and he is constantly changing 
these from one side of the ledger to the other. If, at the end of 
a year, he adds up his items, he finds that the three columns con- 
tain equal amounts; and what is more reasonable than to assume 
that his books show the real facts? Once in a while those who 
accept the bookkeeper’s estimate get caught. Producers in a panic 
rush to the bank to convert their production goods into money, 
and to their astonishment find that there is not money enough to 
go around. Bankers, like everybody else, call the production 
goods they possess money, and thus add to the general confusion 
that arises when men try to convert such goods into money. This 
form of the bookkeeper’s error few economists make. I am sure 
I never made it. But I did assume that for every dollar con- 
sumption goods were in existence. I thought when anyone had 
money he really had or could get a corresponding amount of 
consumable goods. I now think that if we all seized our money 
and rushed to the stores, there would be as many who would 
fail to get anything as there are depositors who fail to get money 
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in a run on a bank. If we will take time, the goods that our 
money calls for will appear somewhere through the year, but it 
is not all here at any one moment. We have the same amount of 
money and of production goods at one time as another, but con- 
sumption goods appear and disappear each day. Their, totals 
equal that of the money only when we add up all that has been 
consumed in the year. The bookkeeper’s ledger does not corre- 
spond to the reality of any one day, even if it tells the truth of a 
year’s transactions. There is at any one moment ten times as 
much production goods as of money, and probably the dispropor- 
tion between money and consumption goods is equally great. 

A second form of this bookkeeper’s error that led me astray 
was in the theory of distribution. As I used President Walker’s 
text-book, I shall reproduce his picture with some touches of my 
own. At the gathering of producers, at the end of a production 
epoch, each man presents his claim and his share is taken from 
the aggregate, represented as a huge roll of cloth. After this 
picture he presents another of class distribution. Here the rent 
share of the total product is first cut off; then profits; then 
interest; and what is left is handed over to the laborers. This 
picture has the same thought back of it as the annual produce of 
Adam Smith and the national dividend of Professor Marshall. 
Most economists use it, although few of them state it as clearly 
as did President Walker. The assumption is the piling up of 
consumption goods for a period; and the final struggle for it 
then is like the scramble of ladies at a bargain counter. This 
picture is erroneous. There is no piling up of consumption goods. 
There is no moment when all the capital is in a consumable form, 
so that the saving principle must be evoked to get the goods again 
for the next period of production. In real production the con- 
sumers do not delay for a moment the use of all the consumable 
goods really in existence; and if they did it would do no good. 
All that is valuable for to-morrow’s work is in future goods, and 
could not be used up by consumers even if they tried. The picture 
is another effect of the bookkeeper’s error. He finds great masses 
of consumption goods on his books and imagines they exist. 

A third form of this error lies in the theory of interest. As 
I formulated this independently of Professor Boehm-Bawerk, I 
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shall follow my statement. And there is the more reason for this, 
as he has somewhere said my statement was defective—an error 
which I now admit. My thought was that production is really 
serial; one laborer following another in making products that 
afford no immediate enjoyment, until at the end there appears 
a mass of consumption goods from which all are rewarded. From 
this gross return a large part must be set aside to carry on future 
production, and if more than a mere fraction of the whole avail- 
able fund is used up, future production is cramped, or rendered 
impossible. If, for example, a group of men make a locomotive, 
there is a long series of efforts without immediate reward. The 
pay comes in a lump when the locomotive is sold. Now comes 
the act of abstinence, for the greater part of the money must 
be used to get new materials and to support future labor. The 
moral brass band thus gets a chance to play, and character is 
evolved by the supposed restraint on consumption that results. I 
now regard this picture false. There is a long series of efforts; 
in the end the locomotive appears and is sold. But the transaction 
gives no immediate addition to the total consumption goods. 
These goods come in slowly as the locomotive is used. The long 
series of efforts is followed by another long series of small addi- 
tions to consumption goods. At the moment of the sale there is 
no need of the moral brass band, because there is nothing added 
to the amount of consumption goods. Nor is it needed when 
they come, for there is no harm done to production in using 
them up. 

This brings us to the core of the interest problem. Is interest 
this subsequent flow of income due to the use of capital, or is it 
something paid while the work is going on? The latter I now 
regard to be the correct view. Interest, I contend, is a reward in 
future goods paid those who take them in distribution, and not 
the flow of income that follows their use. The reward is interest: 
the income is rent. The bookkeeper again confuses us by calling 
rents interest. The theory that interest is a premium paid to get 
possession of present goods in distribution does not account for 
the item the bookkeeper calls interest. It accounts only for a 
much smaller amount of future goods given to those who take 
them in distribution,—a fund which the bookkeeper does not get 
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on his ledger at all, or (if he does) carries on another page. Why 
does he deceive himself and us? He starts with the rents which 
property yield as income. Then he finds the rate of interest, and 
by a process of multiplication he estimates the value of this prop- 
erty, which he again enters on his books as so much capital. Now 
he turns over a page and makes a new entry. 
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Rate of interest and marginal productivity, 5 per cent. 


And as he does this he remarks, “How practical theorists are 
getting to be.”” And the theorist says, “My views are correct, for 
they accord with the experience of practical men. See Book- 
keeper’s Ledger, Column 27.” 

The confusion arises from the bookkeeper’s error in assuming 
that rents and interest are the same, because he calls all his various 
items interest and never uses the word rent. He does not, as he 
supposes, derive the rate of interest from the second column of 
figures, but it is already assumed as a fact in the first column, 
from which the second is derived. Rent and interest are not the 
same: the one is a flow of income, the other is a relation between 
forms of future goods. 

The acceptance of the bookkeeper’s error that rent and interest 
are the same creates, in my opinion, the confusion in the 
recent discussions of Professors Clark and Boehm-Bawerk. I 
can follow the reasoning of Professor Clark without difficulty 
until he comes to the assumption that rent and interest are the 
same; nor do I find any difficulty with that of Professor Boehm- 
Bawerk until he arrives at this point. Professor Clark starts with 
the general theories of productivity, and accounts logically enough 
for the item on the bookkeeper’s ledger called interest. But he 
slips when he assumes that thereby he has accounted for what 
the bookkeeper calls a rate of interest—the reasoning in Column 
27 is all wrong. Professor Boehm-Bawerk starts from the other 
end of the problem—the relation of present and future goods— 
and the reasoning is correct until he assumes that he has accounted 
for what the bookkeeper has entered on the ledger as interest. 
He has, however, not accounted for this item, but for the rate 
of interest, which is a relation between two kinds of future goods 
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not shown on the bookkeeper’s ledger. We need the first part 
of Professor Clark’s reasoning to account for what the book- 
keeper has entered as interest, and the first part of Professor 
30ehm-Bawerk’s reasoning to account for what the bookkeeper 
calls the rate of interest. If we swap horses at the right point 
we come through in good form, but most of us accept Lincoln's 
advice not to swap horses while crossing a stream. 

The real mistake of the bookkeeper is that he treats genetically 
what should be treated structurally. He tells us what has hap- 
pened many times; he enters every item in a dozen places. But 
he never goes out to compare his history with the economic struc- 
tures about him. This we must do to avoid his errors. What then 
are the real structural processes found in the economic activity of 
each working day? The first that strikes the attention is that 
each day every product is being changed, but that at the end 
of the day nothing is different from what it was the day before. 
Keep the eye on any one product and it is being transformed into 
something else, but count up what is on hand at the end of the 
day and there are present the same goods and in the same relative 
quantities as on the previous day. The observer sees nothing but 
change; the bookkeeper finds no change at all. This difference 
is not hard to account for, if we remember that all functional 
activity is in the present, and that functionally there is no long 
time production. The active worker never finds anything that 
cannot be done in one day. All is work, and he simply repeats 
his day’s work one day after the other. The bookkeeper knows 
nothing of daily activity. He only finds products at the end of 
the day, and assumes that these products (capital goods) were 
the real cause of production. Both views are right and both 
are wrong. The viewpoint of the one is structural and of the 
other genetic. All genetic facts are bookkeeper’s records, while 
all structural facts are observations. If we go to the bookkeeper 
we find only money, and future goods estimated in money. The 
goods stay on his records, but the money goes out at the end of 
the day to the workers. They buy goods during their period of 
leisure, and, therefore the money appears again on the records 
the next morning. Nothing thus appears changed, not even the 
money. But if we watch the process we find that the workmen as 
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consumers have used their money to buy consumable goods. The 
money account on the ledger exactly corresponds with the con- 
sumption of the workmen. Thus, for money we should put 
consumable goods, and then we would see that the structural pro- 
cesses have each day created a certain quantity of consumable 
goods, in addition to the replacement of the future goods which 
is entered on the bookkeeper’s record. How much will this sum 
of present goods be? It is hard to answer for any individual 
but a precise general answer can be given. The quantity of 
consumable goods made each day equals the standard of life of 
the workers. Normal men will work until this standard is satis- 
fied, and they will work no longer. This is the first great struc- 
tural fact, just as the need of a replacement fund is the second. 
These at first sight seem all; but there is one more structural fact 
of equal importance. The accounts of the different workmen 
must be settled daily, and this daily distribution of products is a 
value problem. The value set on the product of each day’s work 
must be such that each workman is satisfied with what he gets. 
And this means that consumable goods must have a higher value 
than future goods. Whoever takes future goods gets more than 
his share measured in units of work. The reward for taking 
future goods is in future goods. Their lower value permits those 
who take them to secure an increased quantity. If the total value 
of future goods is to remain the same, while the individual value 
of each good is lowered so as to find a purchaser, there must be 
an increase in the total quantity of future goods. The rate of 
interest is the proportion of this increase to the previous amount, 
and the amount of the interest is the total difference as shown on 
the bookkeeper’s ledger. We can know there is a rate of interest 
without going to the bookkeeper, but the only way to determine 
what it is, is to compare his records on two days and note the 
increase. There is thus an additional amount produced in the 
normal working day. If more is not produced workmen must pay 
the difference in present goods, and then their standard of life is 
lowered. A reduction of the standard of life, or a longer work- 
ing day in which to produce more future goods, are the only 
alternatives. The workman may choose the latter, and pay inter- 
est in work and not in lowered standards. Work is thus the 
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normal source of the increase of capital and not the much-extolled 
saving which forces a reduction of social standards. 

There are thus, from a structural viewpoint, but three activi- 
ties: work, consumption and valuation. And there are but three 
ends: the replacement of consumption and capital goods and 
the creation of an interest fund. All other processes and ends 
resolve themselves into some form of these. The bookkeeper 
carries many more items, but they all have their source in the 
underlying structural activities. In the first place he divides 
income into two parts. Where labor has been really performed he 
calls the return wages; where it has been avoided by some econ- 
omy or by exceptional foresight and ability he calls it rent, and 
puts it down as the return for the capital goods listed on his 
ledger. He thus makes income to appear to arise from two 
sources. In reality, however, he assumes rather than proves 
this, for he treats rent genetically, and attributes it to its source— 
capital; while wages are thought of as coming directly from pres- 
ent structural activity. If he treated everything structurally, he 
would have called all the income wages: if he treated everything 
genetically, the whole income would be a rent due to past activity. 
Men either work to-day and get their pay to-morrow, or they 
work and get their pay on the same day. Either viewpoint is 
consistent, but a mixture of them creates confusion. The book- 
keeper also finds that the demand for wages tends to absorb all 
income, and at the same time the just claims of capital demand 
a larger return. He does not stop to consider that structurally 
labor is the one permanent agent, while capital is made each day. 
It is a product found each night, but always disappearing before 
the next. Genetically considered, however, capital is the one per- 
manent entity. It is always on hand and always growing, while 
the laborer is hired each morning and paid off at night. From this 
viewpoint the whole return belongs to the capitalist, just as from 
the other it belongs to the laborer. There is no conflict so long 
as a single viewpoint is strictly adhered to. Both of them will 
explain production. Trouble arises from keeping the books so as 
to show in one part the origin of products and in another the 
structural activities that create them. The bookkeeper thus gets 
two items, when in reality there is but one. 
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Another of his duplicating items I have already explained. He 
finds the total rent of production goods and the rate of interest. 
From them he figures the value of production goods, which he 
enters on his books in a separate column, as if it were a real 
entity apart from the causes underlying it. There is, however, 
a real process back of this work even if there is no entity. The 
primary valuation of present and future goods, by which the rate 
of interest is fixed, includes merely the present and future goods 
made to-day. It does not include the future goods made yester- 
day and for whose use a rent is paid. Rents are paid in present 
goods, and the payment of them helps to swell the demand for 
present goods. It is only the tool or machine made to-day that 
counts as future goods and whose lower value fixes the rate of 
interest. But when the rate of interest is fixed, all the goods in 
use are revalued on the basis of that given to the goods of each 
kind made that day. The plow made to-day fixes the value of 
all the plows in use, and the rents received for to-morrow’s use 
will depend on this valuation. The bookkeeper is therefore 
justified in keeping the item he calls capital on his books, for 
it represents all the goods in use whose revaluation must be 
continually made. The real cause of this item is not the con- 
trast between production and consumption goods, but between 
goods in use and those newly made. The relation of goods in 
use to consumption goods is indirect. Both are related to the 
newly-created future goods, but not to each other. The book- 
keeper is thus justified in what he does, even if his reasoning 
about it is faulty. The goods in use to-morrow will yield rents 
only on the basis of the valuation given them to-day by the 
current distribution of newly-created values. What the cap- 
italist gets depends on this valuation and not on their real pro- 
ductivity. Of the whole return to-morrow the laborer will give 
up nothing except for rents estimated in this way. He pays for 
the use of goods on the basis of his estimate of goods of a similar 
character he has that day made. Rents are thus fixed by the 
workman and not by the capitalist who owns the tools and 
machinery. 

In this way many of the items on the bookkeeper’s ledger are 
accounted for and justified. But none of these structural activi- 
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ties account for the increase of capital. All income is rent or 
wages, and the standard of life presses upward until it has 
absorbed all current income. It would seem that there might be 
an accumulation of capital by the piling up of rents, but the 
recipients of rent raise their standards as easily and as rapidly 
as do the laborers; and in any structural equilibrium rents are 
used up to maintain standards as fully as wages are. The stand- 
ard of life of each class tends to equal the sum of its rents and 
wages. Each individual unites himself with that class whose 
standards will absorb income. There is no structural force tend- 
ing to increase capital. They all tend to a static equilibrium in 
which no increase is possible. 

To find the source of new capital we must transfer the atten- 
tion to the genetic viewpoint; for capital comes from genetic 
changes and not from structural activities. The individual in a 
static group, as has been said, holds a standard of life which his 
productive power is just able to satisfy. There is no margin for 
saving. But when his productive power is increased while his 
standards remain stationary, he produces more than his normal 
demands as a consumer, and thus has a profit left over with 
which to increase capital. Standards are social and do not change 
until all the class has its productive power enlarged. Increased 
efficiency affects the individual long before his whole class 
increases theirs, and thus differential profits are not claimed for 
consumption. Old forms of profits are continually disappearing 
through the rise of class standards, but in the meantime indi- 
viduals increase their efficiency and gain new profits. Individual 
efficiency always runs ahead of social standards and keeps up a 
flow of new capital into industry. The rate of profits is the rate 
at which capital is increasing. 

This fact is denied. Miull, for example, tells us that profits are 
partly used up in present consumption, and the amount saved from 
them is fixed by that mysterious force called the effective desire 
to accumulate. Along with the other followers of Adam 
Smith, he assumes that profits are present goods and could be 
consumed if the holder so chose. Here is another case of the 
bookkeeper’s error. Accounts are kept in money, and profits, 
like everything else, is entered as money. It seems, therefore, 
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that all the holder has to do is to take this money and buy consum- 
able goods. But this is not possible: for all profits are in future 
eoods, from which rents may be derived in the future, but from 
which to-day no income is possible. This is shown by looking 
at the bookkeeper’s accounts in another way. The money on the 
books represents either real money or future goods. If the quan- 
tity of real money has not changed, all additions to the total 
am yunt carried on the books must represent future goods. If this 
is true, the holder of profits may exchange them for present 
coods if some one receiving rents is willing to part with 
them. Such an exchange, however, depends on the willingness 
of the recipient of rents. It is not, as Mill assumes, merely a 
matter of the will of the holder of profits. And even if the 
exchange is made—of profits for rents—the whole sum of rents 
is not increased. The limit to present consumption is definite 
and the whole community cannot override it. Profits must remain 
future goods until, when put to use, they increase rents. They 
are thus a source of future but not of present income. 

There is, however, a way of increasing present income that 
must not be overlooked. Profits cannot be consumed, but the 
goods they represent may be put in the place of the older capital 
that is gradually being used up. There is no structural demand 
for a replacement fund if there is new capital to put in the place 
of the old, and the labor used to replace old forms of capital 
can be employed in creating present goods. The increased effi- 
ciency that yields profits thus permits the shifting of more labor to 
the production of present goods. Incomes thus go up at the 
expense of old forms of capital. Profits cannot be transformed 
into income, but the owner of capital in use may change a per- 
petual income into a much larger short term annuity. This is the 
only case where will power affects production, and any period of 
prosperity abundantly testifies that it is often exercised to the 
final detriment of those concerned. 

This rate of profit and the rate of interest are normally the 
same. The fund of future goods set aside in the daily distribution 
should, when added up, be the same fund that the bookkeeper finds 
when he takes stock at the end of a period. Ina dynamic society 
it is the man who makes profits who takes future goods in the 
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daily distribution. He is the only one whose standard of life is 
below his earnings, and who can take future goods without 
lowering his standards. Structurally considered, this gain is 
interest, yet from a genetic viewpoint it is profit. While thus 
the same normally, they are quite different in a dynamic society, 
where the increase of productive power is rapid. Profits represent 
the efficiency of the capital in use, and if the rate of increase of 
capital is greater than the true interest rate, the rate of profits is 
substituted for the rate of interest in the valuation of capital. 
The difference is this: when valuations are fixed by the rate of 
profits, capital values go up as profits go up; while if they are 
fixed by the true interest rate, they go down in value as the inter- 
est rate goes up. The so-called market rate of interest which the 
bookkeeper uses to fix values is sometimes the rate of profits 
and sometimes the true rate of interest. The market rate is 
always the larger rate, which in times of prosperity is the rate 
of profits and in times of depression is the rate of interest. When 
the rate of profits is dominant, the receiver of profits puts his 
extra money in banks. The bankers, finding their deposits 
increasing, lower the market rate of interest to induce their 
customers to use it. A high rate of profit thus ends in a low 
market rate of interest. This low market rate does not mean, as 
economists assume, that a new group of persons are being called 
on to save. It really means just the opposite. People who have 
been setting aside a replacement fund to keep up their capital no 
longer do so, and the funds the banker offers at so low a rate 
are really new capital put in the place of old capital through the 
neglect of a proper replacement fund. A low market rate there- 
fore means the destruction, not the creation, of capital. It means 
a pressure of consumers for more present goods, which pressure 
is ineffective except as it causes a neglect of a proper replacement 
fund. The capitalist can cease replacing old forms of capital, and 
the laborer can also demand a shorter working day, with nothing 
to prevent them so long as the rate of profits is above the true 
interest rate. As a consequence, valuations go up rapidly, with 
the resulting phenomena of periods of inflation. When, however, 
the rate of profit falls below the true interest rate, we have that 
sudden shock called a panic. The rising rate of interest, due 
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to the lack of a proper replacement fund and to an abnormally 
short working day, suddenly destroys the values created by a 
high rate of profits. The motives of a primitive society again 
assert themselves. Capitalists must replace the capital they have 
neglected, and laborers must again work long enough to create 
a true interest fund. There is no saving while profits are higher 
than the rate of interest; there must be saving when it is lower. 
The doctrine of Adam Smith that saving is the source of capital 
is, then, not a general truth. It is only true when there are no 
profits, or when its rate of increase is less than that of interest. 
Productivity controls the market rate when profits are higher 
than interest, while the true rate of interest fixes the market rate 
when profits are the lower of the two. There is thus no general 
law that fixes the market rate of interest. There is one law for 
periods of prosperity and another for those of depression. 
From this analysis it becomes apparent that the growth of cap- 
ital is not conditioned by the growth of qualities in a special 
class of men. The makers of capital are the more efficient work- 
ers in a new capacity. The real conflict, if any, is between the 
more and the less efficient, and here the less efficient are not a 
group cultivating special powers which tend to survive; they are 
merely those who lag behind, or are fixed in old ideas and habits. 
Break up the old static equilibrium and the forward movement will 
be general and the diffusion of income complete. Conflict is a 
static phenomenon appearing in each new epoch, but driven out 
or weakened by the changes that progress creates. The efficient 
man constantly gains and draws more of the laggards into his 
class. Harmony results and conflict ceases: for the play of 
economic forces grinds to powder the old social classes with their 
conflicting interests, and builds up a single type with a greater 
productive power and a higher standard of life. In a truly eco- 
nomic world there is no marginal man. Every man will be his 
neighbor’s superior in that he does more for others than he 
expects in return. 
In the spirit of the young man in the parable, the workman can 
rightly ask: “What lack 1? Why do] live on the perilous margin 
of want when nature is bountiful and generous? Why have I not 
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statesmen have labored?” The answer has filled many a volume 
and differs with each age and person who answers it. Mandeville 
thought that workmen needed to be coupled with spendthrifts to 
use up what industry created. Our authors, in the illustration 
that has been quoted, see the need of a separate class to save what 
the workmen make. Others attribute it to dissipation, to shiftless- 
ness, and the lack of other qualities ranking high in the popular 
esteem. The real reply is simpler: for men fail to realize the 
depressing effects of class and race conflicts. There is no place 
for conflict in the economic world, nor for its twin evil, class 
superiority. There is but one economic man and one group of 
economic forces. Those that make for efficiency make also for 
theimprovement of all other ennobling qualities. The economic 
mandate is for efficiency, generosity and love; and the greatest 
of these is love, for without love, efficiency and generosity never 
have a fair chance. A restatement of an old truth also expresses 
this thought: ‘Love your work with all your heart and your 
neighbor as yourself.” This is the sole basis of prosperity and 
justice. Such a workman will still need God, but he will not need 
a superior class to give him work, to shape his life and to save 
him from degeneration. 
S1mon N. PAtTTen. 


University of Pennsylvania. 
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material interests of so many parties in that region, that 
all the information on the subject that reaches the general 
public of the West appears either inaccurate or perverted. It is 
to be feared that the incorrect understanding of the situation 
might, under certain circumstances, lead even to grave conse- 


i status in Manchuria is so complex, and affects the 


quences. 
The complexity of the question is largely due to the existence, 
in Manchuria as in other parts of China, of certain fruits of the 
old diplomacy of the Powers in that empire, side by side with 
the two principles of the new. The reader will remember that 
formerly the Powers acted in China, and at her expense, in 
rivalry to one another, and vied among themselves in securing 
within her dominion industrial and residential concessions, leased 
territories, and spheres of interest and of influence. It is only 
since 1900 that all—not only one or two—of the Powers having 
relations with China have begun to act more or less in conform- 
ity with the two principles that had been slowly developed in her 
diplomatic history, namely, that of the independence and sover- 
eign rights of the Chinese Empire, and that of equal opportunity 
therein for the commerce and industry of all foreign nations. 
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We shall hereafter refer to these principles briefly as China’s 
sovereignty and the “open door” ;! and, further, to the foreign 
relations prior to 1900 as the old diplomacy, and to those of the 
subsequent years as the new. Everywhere in China results of 
the old diplomacy still persist, and greatly modify the working 
of the new theories. 

The purpose of this paper is to aid the reader in gaining a 
somewhat better understanding of the Manchurian situation than 
is possible from the press reports, through the presentation of 
the following points:—(1) that Japan has established in Man- 
churia, by her success in the recent war, with an effectiveness 
possible under no other method, the two fair principles of the 
new diplomacy; (2) that, also as a result of her victory, Japan 
has inherited from Russia certain legacies of the old diplomacy 
in Manchuria; (3) that the presence of the remains of the old 
diplomacy, by the side of the new principles, seems at present 
more incongruous in Manchuria than in any other part of China; 
and (4) that Japan’s delicate task of steering between the two 
mutually modifying elements of her Manchurian policy, on the 
one hand, somewhat obscures her vision, and, on the other, 
brings her into conflict with both the rising national sentiment 
of China and the material interest of local foreign merchants. 
Throughout the discussion an effort will be made to suggest that 
a larger view of the situation is, for all sides, not only possible, 
but urgent,—a view which must tend to modify Japan’s policy, 
and to bring the world’s opinion of Manchuria to a higher plane 
than it can reach upon its present irresponsible stage. 


I. THe New DIpLomacy. 


Ever since their beginning, after the Opium War, China’s rela- 
tions with the Powers have been governed by two fundamental 
conditions: first, there have been several competing nations 


*From the form of the phrase “open door,” it is no wonder that its 
meaning is frequently misunderstood as a wide opening of a country to 
foreign enterprise. Such a policy would be disastrous to China. The width 
of the opening, however, does not enter into the technical definition of the 
term. So long as the opening of the country is, however narrow, equally 
wide to all foreign nations without discrimination, the “open door” is main- 
tained, even when there is a discrimination between her own citizens and 


those of other countries. 
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whose commercial and _ political interests called for a simul- 
taneous expansion upon the inviting territory of the Empire; and 
second, under this enormous and increasing pressure from outside, 
China has lacked sufficient strength to guard her own sovereign 
rights and to insure equality of treatment to all nations within 
her domains. It is one of the most interesting features of 
modern history that these foreign nations, after more than fifty 
years’ scramble among themselves at the expense of China, have 
gradually awakened to the need of confining each other’s ambi- 
tions in that country within legitimate bounds. For, finding that 
China was unable to resist encroachments by rival nations, some 
of the latter, who had large vested interests in the Orient, were 
compelled to feel that it would be to the interest of all to impose 
universally certain restrictions of conduct in respect to her. The 
student will be able to trace the development of this sentiment 
in the diplomatic literature of the years prior to 1899, during 
which the two principles—China’s sovereignty and the “open 
door”’—slowly took shape. Especially great was the service of 
Great Britain in this movement, for the very reason that her 
vested interests were so preponderant as to make it advisable for 
her even to make sacrifices, in order that the status quo of China 
and the general peace of the East might not be disturbed. 

The two principles had thus been fairly recognized by the 
Powers as working theories in September, 1899, when the late 
Mr. Hay, then Secretary of State at Washington, took an inter- 
esting step in behalf of one of them. His country had recently 
become an oriental Power and a neighbor of China, accompanied 
by the singular condition that she was little hampered by any 
memory of political aggression upon the latter country, while yet 
entertaining great hopes of industrial expansion within her juris- 
diction. Secretary Hay appealed to other Powers to make 
declarations that they would maintain the “open door” in their 
respective spheres of interest in China. The terminology of his 
circular not being sufficiently clear, certain Powers had no difficulty 
in giving him very evasive responses, though seemingly assenting 
to his proposition.?, He followed this circular with another, on 

* British Parliamentary Papers. China, No. 2 (1900). The reader is 


invited to criticise the present writer's discussion of this matter in his Russo- 
Japanese Conflict, chapter 5. 
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July 3, 1900, in the midst of the Boxer troubles, and declared the 
adherence of his government to both principles.* From these 
circulars, or from the Powers’ responses to the first of them, 
nothing binding could result; but they served to deepen the 
Powers’ consciousness of the importance of the principles, and 
also to remind them of the existence of a great nation whose 
growing interest demanded the maintenance of these principles.‘ 

These principles soon emerged, in 1900-01, during the Boxer 
uprising in North China, from the position of mere declaration 
to that of the actual motive force of a concert of all the interested 
Powers. The Boxer disturbance would otherwise have resulted 
in interventions in Chinese affairs by individual Powers and in 
the latter’s complete disregard of the two principles of fairness. 
Nothing in the past history of China’s foreign relations had 
seemed so thrilling as the story of how all the Powers, under the 
force of circumstances, exercised an unwonted degree of self- 
control, and succeeded in assuring to the principles which they 
had so painfully evolved out of their long experience a great 
triumph. They thus created a shining precedent which could 
not fail to be followed under all similar occurrences in the future. 

The climax, however, was yet to come. One of the allied 
Powers, Russia, sought to establish the contention that the 
sphere of the Powers’ concerted action was limited to North 
China, and did not extend to Manchuria, where she claimed the 
sole right of dealing with the Boxers. This was the beginning 
of four years of the most striking diplomatic episodes, in which 


* The 56th Congress, 2nd Session, House Documents, vol. i, p. 299. 

‘It is the simple faith held by many good Americans that Mr. Hay origi- 
nated the principles and compelled other Powers to assent to them. Many 
appeals have recently been made to this belief by persons of interested 
motives, one writer having gone so far as to designate the two principles as 
the Hay Doctrine, which he thinks should be enforced by the United States in 
China against other Powers, even as is the so-called Monroe Doctrine in 
South America. It is also openly stated that America should even take up 
arms in defense of the doctrine against a certain Power. It is remarkable 
that an unhistorical, but innocent, popular belief should in this manner be 
utilized for the purpose of prejudicing one friendiy nation against another. 
Unfortunately, leaders of public thought in America have not as yet frankly 
discussed her true position in the history and the economics of these principles 
advocated by Mr. Hay. Such a discussion would be a notable contribution 
toward the world’s mutual understanding and peace. 
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China proved at first indifferent, and then utterly incapable of 
safeguarding her sovereignty and the “open door” in her 
provinces of Manchuria; and in which her aggressor proclaimed 
to the world his intention of observing the two principles, while 
pressing upon China one demand after another in violation of 
them. It is now well known that the Russian aggression so 
threatened the vital interest of Japan in Manchuria and Korea 
that she was compelled to insist upon the observance of the two 
principles by Russia—and this with the conviction, such as no 
other Power or combination of Powers had ever felt in the 
matter, that the issue touched her very life. For these principles 
she fought, and, having won, compelled Russia to submit to 
them; she further succeeded, taking them as a basis, in conclud- 
ing with Great Britain, France and Russia a series of agreements 
in many respects the most remarkable in the modern history of 
Asia. 

(1.) The Treaty of Peace, signed at Portsmouth on Septem- 
ber 5, 1905, which contains not a single article that was not in 
substance proposed by Japan, bears witness to her successful 
coercion of Russia to assent to the two principles as applied to 
Manchuria. In this document Russia declared that she had no 
concession in Manchuria contrary to them.® Russia and Japan 
mutually engaged to evacuate Manchuria, with the exception of 
the leased territory of Kwantung and the railway lands, and to 
restore it to China’s exclusive administration; and the two 
Powers reciprocally agreed not to obstruct any general measures 
common to all countries which China might adopt for the 
development of Manchuria.* They also promised to use the 
Manchurian railways under their respective control, with the 
exception of those in Kwantung, exclusively for economic pur- 
poses, and in no wise for strategic ends.* 

(2.) The conclusion of the Treaty was followed by the official 
publication of the Anglo-Japanese Agreement, signed on August 

‘Treaty of Portsmouth, Article 3. If there had been concessions of this 
nature, they were, declared the Russian envoy, henceforth null and void. 
Protocols of the Peace Conference, No. 3. These Protocols have been pub- 
lished in French, English and Japanese, by the Foreign Office of Japan. 


’ Treaty, Article 3, and sub-article 3; and Protocol No. 3. 
"Treaty, Article 4. * Treaty, Article 7. 
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12, 1905, which considerably extended the scope of the similar 
Agreement between the allies of January 30, 1902, and at once 
replaced it before the expiration of its term. The new instru- 
ment was intended not only to maintain the territorial rights 
and to defend the special interests of the allies in East Asia and 
India, but also to consolidate and maintain peace in these 
regions, and to preserve the common interests of all nations in 
China by insuring the two well-known principles in relation to 
that Empire.t° It is unnecessary here to enlarge upon the 
stipulations of this agreement; suffice it to say that all the pro- 
visions are based upon the open principles just stated, and that 
they are upheld by the powerful coalition into which the Agree- 
ment has bound the contracting parties. 

(3.) The sudden rise of Japan in the preceding few years had 
so materially changed the general political situation in the East, 
that, primarily for this reason, an abrupt readjustment of the 
relations of the Powers, such as no one would have thought pos- 
sible five years before, had become imperative. Japan, having 
joined hands with the greatest naval Power, and having coerced 
Russia to submit to the two principles, now succeeded in per- 
suading the recent enemy and her ally, France, to enter upon the 
basis of these very principles, into separate Agreements with her- 
self for mutual support. In the French-Japanese Agreement of 
June 10, 1907, the two Powers engaged to support each other, 
for the purpose of assuring peace and security in those regions 
in China which were adjacent to their respective dominions and 
protectorates. As regarded the Chinese Empire in general, 
France and Japan unequivocally declared their adherence to the 
principle of upholding in that vast vicinity both Chinese sover- 
eignty and the “open door.” 

(4.) The Russian-Japanese Agreement, signed on July 30, 
1907, pledged the two Powers—besides respecting the integrity 
of each other’s present territorial possessions, and of the treaty 
rights which each had acquired from the other and from China— 
to maintain and defend, by all pacific means at their command, 
the status quo, the independence, and the territorial integrity of 


* British Parliamentary Papers, Japan, No. 2 (1905). 
* Preamble. 
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therein. The signing of this important Agreement was preceded 
by two days by the conclusion of a new Commercial Treaty and a 
Fishery Convention between Russia and Japan—all these con- 
tracts emphasizing the felicitous relation which had intervened 
between the recent enemies.’! 

The principles are no longer individual declarations and 
evasive responses; they are not merely a historic precedent with 
uncertain moral force. They have now been enforced 
through the greatest modern war, and solemnly sworn to by their 
former friends and foes. The year 1899 proved the loyalty of 
the United States to one of the principles, 1900 saw all the 
Powers acting upon both principles, and the three years after 
Japan’s successful contest have left four strong Powers in mutual ry 
obligation to exhaust all means at their disposal to uphold them. 1 
Whether the Agreements between these Powers will materialize oe 
in an actual armed cooperation between some of them must ‘ 
depend upon the future course of events in the Chinese Empire. 
If, in the future, the latter’s internal strife or external trouble 
should unfortunately threaten the maintenance of the two princi- 
ples, the world might safely expect that there would appear 
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several Powers armed with justice. That there are technical a 
grounds for this belief is largely due to Japan’s victory and sacri- re 
fice for the two principles, and to her new diplomacy in the posi- a 


tion she has acquired in the East. 













II. 


The regrettable fact, however, that prior to the year 1900 the 
principles of the new diplomacy had not yet begun to bind all 
the Powers in their common action, accounts for the persistence 


REMAINS OF THE OLD DIPLOMACY. 






"To these conventions may be added the Anglo-Russian Agreement, signed 
on August 31, 1907, defining the rights and interests of the two parties in 
relation to Persia, Afghanistan and Tibet. While this Agreement has no 
direct bearing on East Asia, it is evident that it could not have been concluded 
had not the recent war between Japan and Russia resulted in their cordial 
relationship with each other. Great Britain had already befriended France, 
while her own alliance with Japan, and the latter’s Agreements with both 
France and Russia (which were now reénforced by the Agreement between 
Russia and Great Britain), tended powerfully to strengthen the political 
stability of the Orient. 
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of many old conditions, which still impede to no small extent a 
perfect realization of the new principles. These conditions, 
known as the “treaty rights,” are results either of privileges 
granted by China to other Powers before 1900, or of those 
granted since that date, but upon the model of older arrange- 
ments, or in their confirmation. They consist of industrial con- 
cessions, consular jurisdictions, foreign settlements, and leased 
territories. Having in many cases been acquired by the Powers 
in questionable manner, these conditions either encroach upon 
China’s sovereignty within limited spaces or during certain 
periods, or else conform to the “open door” principle only in a 
very liberal interpretation of that phrase. However anomalous, 
they must be expected to last till their terms have expired, if 
there are fixed periods during which they apply; or, if there are 
not, till they naturally lapse at the maturity of China as a 
modern state. Even the circulars of Mr. Hay of 1899 and 1go0 
contained statements to the effect that it formed one point in the 
American policy in China not to interfere with the treaty rights 
and vested interests of the Powers in that Empire. 

This state of affairs obtains not only in China Proper, but 
also in Manchuria, for the latter’s active foreign relations began, 
it should be noted, not at the end of the Boxer war in 1900, but 
after the close of the Chinese-Japanese war five years before. 
The brief history of the subsequent years has been unusually 
eventful, each of its three epochs—namely, between 1895 and 
1900, between 1900 and 1904, and since 1904—having brought 
with it important complications. 

The result is that, as in the Eighteen Provinces, so in the 
Three Eastern Provinces, there are special railway and mining 
concessions; that the leases of Kiao-chow, Wei-hai-wei, Kow- 
loon and Kwang-chow Bay, in the former, correspond to the 
lease of Kwantung in the latter, which includes Port Arthur and 
Dalny; that, as there are “concessions” and “settlements” 
under foreign administration in open ports of China Proper, so 
in Manchuria there are railway lands and new foreign cities; 
and that the questions of boundary lines and frontier trade 
between Yunnan and Burma, and Kwangsi and Indo-China, are 
paralleled by similar questions as between Manchuria, Korea and 
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Siberia. In short, all the elements that constitute the complex 
status of China Proper, save the one element of permanently 
ceded territories (Hong-kong and Macao), are duplicated in 
Manchuria. The only important difference to be noted is that 
they are of comparatively recent origin in Manchuria, and were 
until three years ago exclusively under the control of Russia. 
She originally established them after 1896, and in 1905 relin- 
quished a portion of them to Japan. 

These legacies of the old diplomacy in Manchuria, which make 
up the extremely complex status of that region, are convention- 
ally based upon provisions contained in the following ten instru- 
ments:—(1) the Agreement between the Chinese Government 
and the Russo-Chinese Bank of September 8, 1896;'* (2) 
statutes of the Russian Government of December 16, 1896 
(these two relating to the first railway concession) ;'* (3) the 
Agreement between the Chinese Government and the Russian 
Chargé d’Affaires, Pavloff, of March 27, 1898;'* (4) the Addi- 
tional Agreement between the two Governments of May 7, 
1898 ;15 (5) the Russian statute of February 5, 1899 (Nos. 3, 4 
and § relating to the leased territory and the second railway con- 
cession); (6) the Agreement between the Russian and Chinese 
Governments of April 8, 1902'® (referring to the relation of the 
Chinese Imperial Railway to the Russian Railway); (7) the 
Treaty of Portsmouth between Japan and Russia of September 
5, 1905; (8) the Treaty between Japan and China of December 
22, 1905; (9g) the Agreement between them of April 15, 1907; 
and (10) the Agreement regarding forestry on the Yalu of May 
14, 1908. To these must be added Protocols of conferences con- 
taining signed declarations of the envoys, which are of binding 
force equal to that of the provisions in the texts of the final 
compacts.!? 


“For an English text, see W. W. Rockhill (ed.), Treaties and Conventions 
with or concerning China and Korea, 1894-1904, p. 212. 

" Ibid., p. 215. a "PP. as 

* Ibid., p. 99. 

“Of the ten main documents, Nos. 1, 3 and 4 have not been published in 
their full authentic texts, and, although their main contents have been current 
ever since their conclusion, it was disclosed only a few months ago that the 
world had been ignorant of one of the most important provisions of No. I. 
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It is impossible, as well as unnecessary, to cite here all the ten 
and other related documents in full. Let it suffice to consider 
the substance of the provisions relative to certain more impor- 
tant phases of the Manchurian question, referring to the docu- 
ments, for the sake of brevity, in the order in which they have 
been enumerated. In this manner, we shall discuss the follow- 
ing topics: (1) evacuation, (2) leased territory, and (3) rail- 


ways. 
1. EVACUATION. 


As soon as Russian forces occupied Manchuria in 1900, the 
duty devolved upon Russia of evacuating the territory at the 
earliest possible moment. Her dilatoriness in this matter was a 
cause of her war with Japan. It will be remembered that Russia 
pleaded that the constant presence in Manchuria of powerful, 
highly organized armies of mounted robbers made it necessary 
for her to maintain troops to guard her railways and other prop- 
erties until such time as China showed herself capable of 
enforcing peace and order. Whatever her ulterior designs under 
this pretext, one is compelled to admit that Russia’s grievance 
was none the less real. These “mounted bandits’ are a product 
of peculiar social conditions in Manchuria. Space forbids us to 
describe the extremely interesting position these marauders 
occupy in the present life of Manchuria:—how they at once 
create unrest and insure order; how they infest huge plains of 
tall millet, which cover the inhabited parts, harassing traffic and 
defying the official troops, yet often coOperate with merchants 
and authorities in protecting commerce and suppressing dis- 
orders.** Under different names, they have been present 
throughout the ages in different parts of China, and have always 
been a necessary and potent social factor. They form a floating 
population in the midst of the staid agricultural community. 


No. 8 has been rather extensively published, but is seldom clearly remem- 
bered by publicists, and Nos. 9 and 10 do not seem to have been published 
except in the local press. Owing probably to the number of the documents, 
as well as to the comparative obscurity of some of their provisions, most 
of the numerous discussions about Manchuria which appear in the journals 
contain inevitable but grievous errors. 

* See, e.g., the Tsii-shd i-san, No. 28, 1907; No. 5, 1908; etc. 
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In time of peace, they both secure order by controlling disorderly 
elements, and, by their dashing exploits, prevent the society from 
lapsing into torpor. They furnish, in war, a large fighting force, 
and not infrequently produce adventurers and leaders of great 
talent. The Manchurian mounted bandits, therefore, cannot be 
exterminated, but must be partly turned to good uses and partly 
guarded against. 

Both of these things were done by Russia. In order to protect 
her railways against the bandits, she employed regular troops, 
which were specially designated as “railway guards.” It is 
necessary to revert to the origin of the latter. China does not 
appear to have questioned at any time before the war Russia's 
right, as such, to detail the railway guards. Referring to the 
Document No. 2, one finds provisions regarding police, not 
regular troops, to protect the railways. This document is not, 
however, a stipulation with China, but a Russian law promul- 
gated in order to execute the provisions of the Agreement No. 1. 
The current texts of the latter do not contain any clause respect- 
ing the use of the guards. It is presumably implied in that 
clause of the authentic text of the sixth article which has, as we 
shall see, been brought to light during the present year, and 
which bestowed upon Russia a complete administrative right 
over the railway lands. Whatever the legal status of the guards, 
however, it is now a matter of common knowledge that, before 
the recent war, the main evil of their presence consisted in the 
fact that there was apparently no conventional limit to their 
number. Some efficient forces were necessary to protect the 
railways, but one saw no guarantee that those might not be 
increased to an extent menacing China’s independence. 

When, therefore, the Japanese and Russian peace envoys met 
at Portsmouth in August, 1905, Baron (now Count) Komura’s 
propositions included the two fundamental points, that is, that 
the more than a million soldiers of the hostile armies then hold- 
ing the field in Manchuria should speedily withdraw, except 
from the railway lands; and that, within the latter, the number 
of the necessary guards should be reduced to a minimum. He 
proposed that (1) Manchuria should be completely and simul- 
taneously evacuated by the two armies within ten months after 
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the exchange of the ratification of a Treaty of Peace, but that 
(2) the two Powers should reserve the right to station troops to 
guard the railways under their respective control, the number of 
which should not exceed five men per kilometer of the railroads. 
The division of the railways between the two Powers will pres- 
ently receive notice. The principles of these proposals were 
accepted by M. Witte, although, in the final Treaty of Ports- 
mouth, the limit of the period of evacuation was extended to 
eighteen months, and that of the number of the railway guards 
increased to fifteen men per kilometer.’ The ratification of the 
Treaty taking place in October, 1905, the evacuation was to be 
completed not later than April 15, 1907. The railway guards, 
if detailed to the full extent of the provision, would number 
about 26,000 Russians and half as many Japanese. 

In her Treaty with China of the same year, 1905, Japan 
engaged with her that, when peace had been restored and China 
had become able to protect foreign life and property in Man- 
churia, the Japanese railway guards would be withdrawn as soon 
as practicable, and simultaneously with the Russian.”° 

Besides the railway lands, another exception to the general 
evacuation of Manchuria is the leased territory of Kwantung. 


2. LEASED TERRITORY. 


With remarkable complaisance M. Witte assented at Ports- 
mouth to Baron Komura’s proposal that Russia should transfer 
and assign to Japan the lease, which the former had acquired 
from China in 1898, of the territory containing Port Arthur, 
Dalny, and their vicinity and adjacent waters, as well as the 
public works and properties belonging to her within the territory. 
M. Witte insisted, and his view prevailed, that China’s consent 
should be secured to this transfer,?4_ and such a consent was 
given by the latter in the same year.** 

It is necessary to examine the terms of the original contract 
made in 1898 between Russia and China in relation to the lease, 

* Treaty of Portsmouth, Article 3, and sub-article to Article 3. 

* Ch.-J. Treaty, Dec. 22, 1905, Additional Agreement, Article 2. 


* Treaty of Portsmouth, Art. 5; and Protocol No. 4. 
* Ch.-J. Treaty, Art. 1. 
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which now apply to the new lease-holder, Japan. According to 
the current texts of the Documents Nos. 3 and 4, the lease did 
not extend to ninety-nine years, as did that of Kiaochow to Ger- 
many taken earlier in the same year, but only to twenty-five 
years, although it was stated that the term might be extended 
by mutual agreement.** The extent of the leased territory, 
which has been designated by Russia as the Province of Kwan- 
tung, is found to cover an area of some 1,220 square miles.** 
China could send no troops thither, but Russia could build forts 
and barracks there, provide defenses, and have free movements 
of her military and naval forces.2* Only Russian and Chinese 
war vessels could enter Port Arthur.*° In spite of these pro- 
visions, the lease was understood not to affect China’s authority 
in the territory.27 The student would interpret this article to 
imply merely that the lease did not constitute a permanent occu- 
pation of the territory by Russia, for the latter took over a com- 
plete administration of these parts, and subsequently went so far 
as to erect in them an important viceroyalty—acts completely 
eclipsing China’s “authority.” 

Directly north of this territory was created a neutral ground, 
larger in extent than the former, which was left to Chinese 
administration, but into which neither Chinese nor Russian 
troops could enter,?* and within which China could not, without 
Russia’s consent, cede land, open trading-ports, or grant mining, 
railway and other concessions to any third Power.*® 

From these terms it is clear that, within the leased territory 
containing points of great military and commercial possibilities, 
all of China’s sovereign rights were to be in abeyance during 
the twenty-five years up to 1923. As regards the neutral terri- 
tory, the original terms regarding it not only eclipse a part of 
China’s sovereignty, but could hardly be said to be in the spirit 
of the principle of equal opportunity. They were rather liable 
to be construed as an equal denial of opportunity to all nations 
save Russia. The only pretence that the delimitation of these 

*R.-Ch. Agreement, March 27, 1898, Art. 3. 

* Financial and Economic Annual of Japan, 1908, by the Department of 
Finance, appendix, p. 12. 


*R.-Ch. Agreement, Arts. 4 and 7. * Art. 6. * Art, %. 
* Art. 5. * R.-Ch. Additional Agreement, May 7, 1898, Art. 5. 


ee ar eS 
Page eee array og er eT 


anak 


7 b 
ia 
2 ae 
A 
t ey 
eae 
er 
alii 
*, 
it 
ale, f 
2 aI 
ee 
37 
ie: 
EF 
le 
2; 
oF 
Mi 
& 
be 
ai 
83 
at 
” a 


aa 


5 tated 











198 Yale Review. [Aug, 


territories did not violate the two great principles of Chinese 
diplomacy must be found in the limited space of time during 
which the lease was valid; like other leases of similar nature and 
for even longer periods in other parts of China, this is a product 
of the evil days of her old diplomacy. Russia, by virtue of her 
defeat in war, was fortunate enough, much as she may once 
have regretted it, to wash her hands clean of this ill-gained for- 
tune, and to thrust it into the victor’s lap. What the latter 
intends to make of this tempting but dangerous legacy from the 
enemy will be discussed later. 


3. RAILways. 


The matter of the railways is at once the most important and 
the most complex of all the treaty arrangements in Manchuria. 
The railways may be divided, from the conventional standpoint, 
into two classes: (1) those originally built by Russia under 
Agreements made with China in 1896 and 1898, and (2) all the 
other lines. 

(1.) The former class includes two well-known lines, namely, 
the extension of the Trans-Siberian Railway traversing Man- 
churia, and the line which, starting from Dalny, connects with 
the former at Harbin. This latter road has a few short 
branches, the more important being those between Suchiatun, 
south of Mukden, and the colliery at Fushun, between Tashichiao 
and Niuchwang, and between Dalny (Japanese name, Tairen or 
Dairen) and Port Arthur. 

At the peace conference at Portsmouth, Baron Komura 
demanded that Russia surrender to Japan’s control the entire 
line between Harbin and Dalny and its branches. M. Witte 
declining to allow the Russian control to recede further north than 
Chang-tu, which was the limit of Japanese military occupation, 
a compromise was finally struck between the two claims.*’ 
Russia agreed to transfer and assign to the Japanese Government 
the railway south of Chang-chun (and Kwan-chang-tsu) and all 
the branches, together with all the properties belonging to the 
railway, as well as all the coal mines, such as those at Yentai and 


” Protocol of the Conference, No. 5. 
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Fushun, which the railway had been exploiting.** The consent 
of the Chinese Government to this transfer, which was necessary, 
was given.** This delimitation left in the hands of Russia 1,077 
miles of railways, and gave Japan about half as many miles.** 
The name Eastern Chinese Railway, which originally applied to 
the entire system, was now limited to its Russian section, the 
Japanese portion being designated as the South Manchurian 
Railway. 

It was agreed, as has been said, that Russia and Japan should 
operate their respective railways, except in the leased territory, 
exclusively for commercial and industrial purposes, and in no 
wise for strategic ends.*4 It should also be remembered, in this 
connection, that the two Powers engaged that the number of the 
guards for the railways, which should be maintained only till 
China had proved herself competent to enforce order, should 
never exceed fifteen men per kilometer. These two new provi- 
sions were, it is evident, intended by Japan, the party which had 
proposed them, fundamentally to modify the terms under which 
the railways had been exploited by Russia, so as to prevent the 
recurrence of those military evils which, before the war, had 


imperilled the sovereignty of China and the peace of the Orient. 


Aside from these important modifications, the legal status of 
the railways must be determined by the terms of the original 
Agreement concluded between the Chinese Government and the 
Russo-Chinese Bank in 1896 (that is, Document No. 1) and 
other supplementary documents (Nos. 2 and 3). It is the 
limited publicity of these terms that has given rise recently to 
unnecessary friction. 

We need not repeat the story which has been told elsewhere of 
the historical origin of the Agreement, or the nature of its 
Russian signatory, but it suffices to confine ourselves to those 
actual stipulations which are binding or applicable at present. 
From the imperfect current texts of the Agreement and from the 
Russian statutes promulgated for its execution, one learns that 

“Treaty of Portsmouth, Art. 6. 

“Ch.-J. Treaty, Dec. 22, 1905, Art. 1. 

“The main line between Chang-chun and Dalny (Tairen) is 443 miles, but, 


when its six branch lines are added to it, the total mileage amounts to 521.5. 


“Treaty of Portsmouth, Art. 7. 
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the building of the railways was entrusted by the Chinese 
Government to the Eastern Chinese Railway Company, which 
was to be organized by the Bank, and in which only Chinese and 
Russian subjects could hold shares.*° It is generally known that 
the Company was virtually an official organization of the Rus- 
sian Government, while few of its shareholders were Chinese. 
The Chinese Government was entitled to purchase, at cost, the 
railway and its appurtenances after thirty-six years from the 
beginning of the operation of the line (which took place in 1902), 
or to take them over without payment after eighty years from the 
same date.*® During the term of the railway, the Company 
could work mines along the road,** but the extent of the terri- 
tory within which this privilege could be exercised finds no 
specification. 

Perhaps the most important clause is the sixth article,** which 
relates to the much-discussed “railway zone.” <A current text of 
this article reads :—‘‘As regards the land required by the Com- 
pany for constructing, managing, and protecting the line, and 
adjacent land, for procuring sand, earth, stones and lime, if the 
land be Government land, it will be given the Company without 
payment. If privately owned, the Company will provide funds 
for payment to the proprietors at market rates, either in one pay- 
ment or as yearly rent. All the Company’s land will be 
exempted from land tax. As soon as the land comes under the 
management of the Company, they may erect thereon any build- 
ings and carry on all kinds of work, and may establish a tele- 
graph line thereon worked by the Company for the Company’s 
use. With the exception of mines, for which special arrange- 
ments must be made, all receipts of the Company for transport 
of passengers and freight, telegrams, etc., will be exempt from 
all taxation.’’®® However, the late M. Pokotiloff, Russian Minis- 
ter at Peking, made it known to the Powers in his circular 
addressed to their representatives at the Chinese capital,*® in con- 
nection with the Fisher controversy at Harbin, that the authentic 


* Agreement of Sept. 8, 1896, Preamble and Art. 1. *% Tbid., Art. 12. 
* Russian Statute, Dec. 1, 1806, Art. 1. * Of the Agreement. 

* See Rockhill, p. 213. 

“ Early in Feb., 1908. The Kokumin, April 16, 1908. 
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French text of the same article conferred upon Russia, not only 
the privileges just enumerated, but also “le droit de la adminis- 
tration exclusive et absolue sur ces terrains.” 

It is now well known that, apparently on the strength of this 
article, Russia acquired before the war extensive tracts of land 
along the railways, and exercises over them to this day a com- 
plete administration. Within the zone she has created the 
magnificent city of Harbin,*? which, with its environs, is said to 
extend over an area of more than forty square miles, and was, 
when the war broke out, planning to build other new cities and to 
enlarge old Chinese towns. When the railways south of Chang- 
chun were taken over by Japan, the latter zealously followed 
Russia’s example in extending railway lands and laying plans for 
large Japanese quarters, notably at Mukden and Chang-chun. 
It seems, however, that it was only at Harbin, which is the junc- 
tion of the Russian railways, that, on the occasion of its recent 
opening to the world’s trade, foreign consulates had to be estab- 
lished within Russia’s administrative sphere. It was in this city 
that the American Consul, Mr. Fisher, declared that he had been 
accredited to the Chinese Government, and was not prepared to 
submit to Russian administration. His attitude at once awoke 
the world to the realization that there existed in Manchuria 
several spots where Russia and Japan exercised their respective 
administrative rights. The controversy further gave rise to the 
widespread rumor that these two Powers, until recently hostile to 
one another, were now joining hands in the attempt between them 
to absorb Manchuria—as if the narrow strips of railway land 
covered the 360,000 square miles of the area of the Three East- 
ern Provinces—and that the United States, assisted by Germany, 
might enter a strong protest against them in behalf of China. 
It was not until the rumor had gone abroad that the late M. 
Pokotiloff revealed the hitherto unknown clause in the Russian- 
Chinese Agreement of 1896, which clearly established Russia’s 
administrative right within the railway zone. The situation was 
absurd that a matter concerning all the Powers should have been 


“The population of Harbin was officially given as follows: 23,887 Russians 
and 18,796 non-Russians (on September 7, 1907). The Tsii-shd i-san, No. 61 
(Oct. 28), 1907. 
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kept secret so long that even an official representative of one of 
them should have been obliged to act in ignorance concerning it, 
and thereby caused a grievous error to circulate beyond any pos- 
sible remedy. However that may be, the Russian Minister's 
disclosure neither gained sufficient publicity to allay the suspi- 
cion already universal, nor fully justified the enormous extent 
of the zone and the creation of new cities within it. As for the 
administration of the zone, it was, as was now evident, in accord- 
ance with the agreement. 

Let us make an attempt at a critical examination, not so much 
of the specific application of the Agreement, as of the very nature 
of the latter. Is not the railway concession itself in violation of 
the principle of equal opportunity to all nations? Does not the 
exercise of administrative rights by Russia and Japan in their 
respective railway zones, apart from the question of the extent of 
the latter, constitute an infringement of the sovereign rights of 
China? 

A clear answer to the first question was given by M. Witte 
during the conference at Portsmouth, when he said that no rights 
which were acquired lawfully within a limited space, and which 
did not exclude a third party from securing similar advantages, 
could be considered a monopoly.*2 Baron Komura tacitly 
assenting to this definition, all the envoys declared over their 
signatures that the concession for the Eastern Chinese and the 
South Manchurian Railways was not incompatible with the 
principle of equal opportunity, and that, within the lands acquired 
under the same concession, subjects of all foreign nations should 
enjoy the same rights and privileges as, respectively, Russians 
and Japanese.** If we confine ourselves to the legal aspects of 
the concession, we shall be compelled to admit that the position 
taken in the above definition and declaration is correct, or else 
there could be no question of any railway or other industrial con- 
cession, and all the existing ones held by several nations in the 
Chinese Empire, which are numerous, would be null and void. 
Whether the concession in Manchuria was expedient from any 
practical point of view is not here in point. 

“ Protocol of the Conference, No. 3. 

“Ibid., Nos. 3 and 5. 
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The second question relates to the matter of administration of 
railway lands in reference to China’s sovereign rights. As these 
lands were to be acquired, according to the original stipulation, 
strictly for railway purposes, one would wonder what justifica- 
tion Russia had—and Japan as well in following her extraordi- 
nary procedure—in acquiring unnecessarily large tracts of 
land, and in building cities within them. Of the latter action, 
the offence seems twofold at any place which is not open 
to foreign trade, for not only does it exceed the agreement, but it 
trespasses against the provision that no private foreigner except 
the missionary may reside in China outside of the treaty ports. 
As for the unduly large size of the railway lands, it is to be noted 
that Baron Komura made a brief reference to it at the confer- 
ence, but M. Witte made no reply on the point, and the former 
pushed it no further. Indeed, as we have said, Japan, has even 
improved upon the Russian method along her railways, though 
all the lands acquired about her stations probably do not exceed 
the area under Russian administration round about the one city 
of Harbin. 

Whether the existence of these zones constitutes an infringe- 
ment of China’s sovereign rights must depend not so much upon 
the extent of the zones as upon the nature of the administration 
Russia and Japan exercise within them. This is, according to 
the Agreement, exclusive and absolute, but in actuality is modi- 
fied by certain negative qualities. In the first place, the principle 
has now been established, although Russia had _ persistently 
opposed it before the war, that no obstruction should be made if 
China desired to open any part of the zone to foreign trade. 
Baron Komura secured from the Russian envoy a declaration to 
this effect,* and, moreover, succeeded in persuading China to 
open several points in the Japanese and Russian zones to the 
world’s trade.*® It is also understood that the foreigners resid- 
ing within the zones should enjoy the jurisdiction of their respec- 
tive consuls,*® and it is emphatically declared, as has been said, 
that they should exercise the same rights and privileges as Rus- 

“ Protocol No. 3. 


“Ch.-J. Treaty, Dec. 22, 1905, Additional Agreement, Art. 1. 
“ Protocol No. 3. 
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sians and Japanese living in the zones under their respective 
authorities.*7 The latter merely organize the administrative 
apparatus of the municipalities, control the disposition of public 
land and supervise public works, dispense licenses for business, 
look after sanitary and educational matters, and enforce peace 
and order.*® It appears, then, that the administration of the 
railway zone is much the same as the municipal administration 
of the national “concessions,” and akin to that of the “settle- 
ments,” in the treaty ports of China Proper.*® Though these 
foreign municipalities are smaller in extent than the zones in 
Manchuria, the term of their duration is indefinite, while that of 
the Manchurian concessions may be understood to be coéval with 
the railways. In spite of this difference, and also of their diver- 
sity of origin, all these cases of foreign administration are 
products of the old diplomatic arrangements in China; they 
seriously modify her sovereignty in her own territory, and are, 
therefore, of an anomalous and temporary character. 

(2.) Besides the Eastern Chinese and South Manchurian Rail- 
ways, there are in Manchuria two railways, both of which were 
built hastily by the Japanese military during the war; namely, 
one between Antung, on the Korean border, and Mukden, and the 
other between the latter and Sinmintun, the terminus of the 
Imperial Chinese Railway—and one prospective line, between 
Chang-chun and Kirin. None of these lines are within the scope 
of the Russian-Chinese Agreements of 1896 and 1898. 

The Antung-Mukden Railway, 184 miles in a very narrow 
gauge, will be reconstructed in consultation with Chinese 
authorities, and will consequently result in a longer mileage than 
the present. According to the Japanese-Chinese Treaty of 
December, 1905, this line is to be worked by Japan under the 
same general conditions as the South Manchurian Railway and 
for fifteen years (until 1923, the same year in which the lease of 


“ Protocol Nos. 3 and 5. 

“Several orders have been issued for administrative purposes, respectively, 
by the Eastern Chinese and South Manchurian Railways. 

” A concise description of the administration of concessions and settlements 
at the ports will be found in H. B. Morse, The Trade and Administration of 


the Chinese Empire, London, etc., 1908. 
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Kwantung expires), after which time the Chinese Government 
will take over the railway at cost.*° 

The short line between Mukden and Sinmintun, some 36 
miles, has already been sold over to the Chinese Government for 
1,660,000 yen, and will be reconstructed so as to incorporate it 
with the Chinese line, which connects with it at Sinmintun.*? 
By a mutual agreement, one-half of the cost of rebuilding the 
section of this line to the east of the Liao River will be loaned by 
the South Manchurian Railway Company for eighteen years, on 
security of the railway properties and receipts.°* A similar 
stipulation has been made with the prospective line, sixty odd 
miles, between Kirin and the terminus of the South Manchurian 
Railway, Chang-chun, for the building of which the Chinese 
Government is to borrow half of the necessary capital from the 
same Company for a period of twenty-five years."* The survey- 
ing for this road has been begun long since by Chinese and 
Japanese engineers.°* The two lines should, under conditions 
to be mutually agreed upon between the two Governments, con- 
nect with the South Manchurian Railway.*® 

If in the future the Chinese Government desires to build a 
branch line or an extension of the Kirin Railway, but lacks suffi- 
cient capital, the balance is to be borrowed from the South Man- 
churian Railway Company.®® This stipulation is accompanied 
by the condition that, aside from such extension or branch line, 
the building of other lines by China with her own capital is 

” Additional Agreement, Art. 6. 

“Ch.-J. Agreement of April, 1907, Art. 1.  Thid., Art. 3. 

“Tbid., Arts. 2 and 3. 


“An unfounded rumor has been current that Japan is obstructing the 
planning of this line. 

“Tbid., Art. 5. A few other terms of the Agreement follow :—the Chinese 
Goverment guarantees the principal and interest of the loans; during their 
terms, the chief engineer should be a Japanese subject, and, when enough 
Chinese employes cannot be secured, Japanese subjects should be employed to 
fill the vacancies; and the treasurer, who should assume the full responsibility 
of the financial affairs of the railways, and should with the Chinese president 
supervise their working, should be a Japanese subject. The reader may com- 
pare these terms with the corresponding terms of the loan agreements 
between Chinese authorities and British capitalists regarding extensions of 
the Imperial Chinese Railway, after which the former were largely modeled. 
See Rockhill, pp. 317 ff., 322 ff. 

“ Agreement, Art. 3. 
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not concerned with the Company.®? This ambiguous clause is, 
according to a report emanating probably from the Japanese 
Foreign Office, construed to mean that, if the Chinese Govern- 
ment intends in the future to build any such railways as are 
defined here, it is under no obligation to seek the financial aid of 
the Company.*™* 

Another important provision was given out in the same 
inspired report, and later published in full in an official state- 
ment.5® The Protocols of the conference between the Chinese 
and Japanese envoys, held at Peking in December, 1905, which 
resulted in the conclusion of the Treaty of the same month, con- 
tained, it was now at last revealed, the following pledge: “The 
Chinese Government, with a view to protecting the interest of the 
South Manchurian Railway, agrees not to construct in its neigh- 
borhood, before the recovery of that railway, a trunk line in 


parallel thereto or a branch line detrimental to the interest of that 
railway.’’®° 

Already has a specific case arisen to cause a difference of 
opinion between China and Japan as to the meaning of this 
pledge; we shall fully discuss the nature of the controversy as 
we come to examine Japan’s actual conduct in Manchuria. It is 
necessary here to point out only that this provision, which has 
stirred much discussion in certain quarters, is a mere repetition 
of a similar Agreement made between Russia and China in 1902. 
The fourth article of the Russian-Chinese Convention of April 8 
of that year reads: “The Russian Government agrees to restore 
to the owners the Railway Shanhaikwan-Niuchwang-Sinmintun 
[i. e., of the Imperial Chinese Railway], which, since the end of 
September, 1900, has been occupied and guarded by Russian 
troops. In view of this, the Government of His Majesty the 
Emperor of China binds itself:— . . . Should, in the course 
of time, extensions of the line in Southern Manchuria, or con- 
struction of branch lines in connection with it, or the erection of 
a bridge in Niuchwang, or the moving of the terminus there, be 


Agreement, Art. 3. 

“ Tokyo papers, April 20, 1907. 

* Made in regard to the Fakuman Railway dispute, and published in Tokyo 
papers on June 11, 1908. 

“ The writer’s translation from the Japanese text. 
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undertaken, these questions shall first form the subject of mutual 
discussion between the Russian and Chinese Governments.’ 
It is unnecessary to explain that the purpose of this clause was to 
protect the interest of the Russian railway terminating at Dalny 
and having a branch to Niuchwang. As Japan took over 
from Russia this very South Manchurian Railway three years 
later, she desired and secured a restatement of the pledge from 
China. Much friction might have been spared had this fact 
been remembered. 

Nor are the new pledge and its old model solitary instances 
of railways opposing the construction of competing lines within 
a limited space and during a definite period. Similar provisions 
occur in other railway concessions granted by China to the 
British, French, Germans, Russians and Americans, and also in 
the agreements made in China by Great Britain with Germany 
and Russia.®* 


" Rockhill, pp. 100-101. 

“(1.) The Preliminary Agreement between provincial authorities of 
Shansi and the Russo-Chinese Bank in regard to the Chengting-Taiyuan Rail- 
way, May 17, 1898, Art. 5: “During the whole 30 years, or while the loan is 
unredeemed, the high authorities of Shansi shall, at the request of the 
Company, interdict the construction of another railway, or other mechanical 
means of transport between Liu-lin and Taiyuan-fu, as such would be detri- 
mental to the interests of this railway.” The Peking Syndicate, in its Agree- 
ment of May 21 regarding mining in Shansi, respects this provision in its 
17th article. 

(2.) The concession made by the Chinese Government to the German 
Asiatic Bank for the Tsintao-Tsinan Railway, June 1, 1809, Art. 8: “During 
the life of the concession . . . . the Imperial Government will not grant 
to any other contractor the right to construct a railway section running 
parallel in the same direction with the concessionary lines to the same points, 
or touching at several of their principal places.” 

(3.) The declaration by Great Britain to Germany, April 19, 1898: 
“. . . It is especially understood that England will not construct any 
railroad communication from Wei-hai-wei and the district leased therewith 
into the interior of the Province of Shantung.” 

(4.) It was in conformity with the spirit of the above concession and 
declaration that British and German capitalists delimited their respective 
sections in the construction of the Tientsin-Chin-kiang Railway, the British 
taking care not to encroach upon the northern part of the line which was to 
traverse Shantung, the province that the Germans were inclined to regard as 
their sphere of interest. See the Chinese-German-British Preliminary Agree- 
ment, ratified May 24, 1899, Art. 18. 
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Who can doubt, however, that these provisions, however com- 
mon in China, would not have been necessary, had she been able 
to build her railways with her own capital, or to control their 
building with foreign capital—had there been no railway con- 
cessions which modify China’s sovereignty and her “open door”? 
The moment Japan took over the South Manchurian Railway, it 
became necessary for her to take up with the exclusive measures 
which all other Powers enjoying fruits of the old diplomacy in 
China have been compelled to adopt. 

Nor may Japan be congratulated on having concealed the 
important provision mentioned above for sixteen months after 
its date, any more than Russia can be commended for her long 
secrecy as to the complete text of her Chinese Agreements of 
1896 and 1808. 


(5.) On April 28, 1899, the British and Russian Governments exchanged 
identical notes that they, respectively (the former in regions north of the 
Great Wall, and the latter in the Yangtse basin), would neither seek railway 
concessions, nor obstruct the other’s applications to China for concessions. 

(6.) The Memorandum of Supplemental Agreement between Chinese 
authorities and the American China Development Company, relating to the 
Canton-Hankow Railway, July 13, tg900, Art. 17: “. It is further 
agreed that without the express consent in writing of the Director-General 
and the American Company, no other rival railway detrimental to the Canton- 
Hankow line is to be allowed to the injury of the latter’s interest within the 
area served by the Canton-Hankow Main Line or branch lines.” 

(7.) In the contract between the Chinese Government and the British and 
Chinese Corporation in regard to the Kowloon-Canton Railway, March, 1907, 
the former agrees not to build a competing line in detriment to the interest of 
this railway. 

These instances have been cited in the official statement of June 11, 1908, 
already referred to. Except No. 7, however, these have been published long 
since. For English versions, see Rockhill, respectively, (1) p. 310, p. 308, 
(2) p. 367, (3) p. 180, (4) p. 358, (5) p. 183, (6) p. 273. 

Besides the above, one may further cite the following: 

(8.) The French Minister at Peking wrote to his home Government on 
May 28, 1898: “The Chinese Government consents to our request for a rail- 
way from Pakhoi to the West River. It is understood that the French, or 
the Franco-Chinese Company only, may construct all railways having Pakhoi 
as their starting point.” Rockhill, p. 280. 

(9.) In the Agreement between the Director-General of the Imperial 
Chinese Railway Administration and the British and Chinese Corporation in 
regard to the Shanghai-Nanking Railway, July 9, 1903, occurs (Art. 17) 4 
statement precisely the same as that in No. 6, above quoted. Rockhill, p. 300. 
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III. CHINA PROPER AND MANCHURIA. 


We have enumerated the more important remains of the old 
diplomacy in Manchuria, and have seen that they are of essen- 
tially the same nature as those in China Proper. In both regions 
the Powers, in their mutual rivalry, have all sought privileges 
which more or less qualify China’s sovereignty and the “open 
door,” most of them are enjoying the same, and some of them 
would still seek more, and with a high hand.** 

The coexistence of the new principles and old privileges 
appears nowhere in the Empire so incongruous, and in no other 
region attracts so much attention and causes so much misunder- 
standing, as in Manchuria. Events far more glaring, though 
they are continually taking place in China Proper, do not arouse 
half as much interest as minor rumors of similar import from 
Southern Manchuria instantly do. Consequently, Japan finds 
greater difficulties here than does any other Power elsewhere in 
the exercise of her treaty rights. Whence comes this remarkable 
difference between two parts of the same state? Without a 
doubt, one important reason is the singular notoriety which 
Southern Manchuria has acquired since 1900. It was concern- 
ing this region that a striking diplomatic struggle took place 
between Russia on the one side, and Japan, assisted by Great 
Britain and the United States, on the other, over the issue of the 
two principles of the new diplomacy. It was here that there 
took place the greatest war of modern times, which, with all its 
stirring incidents, enthralled the world’s attention for eighteen 
months. It was mainly the status of this region which the 
dramatic peace conference at Portsmouth discussed, and in con- 
nection with which the Japanese envoy succeeded in securing 
Russia’s submission to the two principles. It was here that the 
Chinese Government effected a radical official reorganization, 
appointed unusually able governors, and opened many new 
ports to foreign trade. These and other great events of world- 

“It is reported, for example, France has demanded at Peking, as a repara- 
tion for slight offences committed by the Chinese on the frontier of Tong- 
king, the recall of a Chinese viceroy, an important railway concession in 


North China, and other matters. It is not easy to see the justice of the 
second demand in North China for offences committed in the extreme South. 
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wide interest have followed one another within the space of eight 
short years, so that it is little wonder that Southern Manchuria 
has come to occupy a much larger perspective in the vision of the 
world than any other part of China. 

se it remembered, above all, that the interest of the intelligent 
public in this region is centered in the question of the principles 
of China’s sovereignty and of the “open door,” for all the large 
events which have been enumerated have revolved about them. 
And it is Japan that has exerted the greatest influence in incul- 
cating these principles in relation to Manchuria, by insistence, 
sacrifice, victory and subsequent diplomacy. The result is that 
she has invited upon herself in Manchuria the most attentive 
scrutiny of the people of the world; it is here that they eagerly 
look for the realization of the principles so gallantly championed. 
Not being familiar with similar conditions which once character- 
ized nearly the whole of Chinese diplomacy, and which even now 
form the main features of the practical foreign relations in China 
Proper, these people are chagrined to hear stories systematically 
misrepresentative of the modifying conditions in Manchuria 
which now control Japan as well as Russia. It is certain that 
the world’s knowledge of Manchuria will become more accurate 
than it is; for the light which Japan, by her brilliant acts, has 
thrown upon this region and upon her own conduct therein, can- 
not now be dimmed, but will and must grow brighter. 

Another reason for Japan’s difficult position in Manchuria may 
be found in China’s own awakening as a nation. Her peculiar 
career in the past centuries has left her political mind so ill 
trained that, in spite of the humiliating treatment accorded her 
during seventy years by all the Powers with which she has come 
into contact, she has been very slow in rousing herself to a full 
consciousness of her rights and duties as a modern state. At 
last, however, after the war with Japan in 1894-95, China began 
to show signs of awakening, and they greatly multiplied 
after the sad events of 1900, when her Imperial Court had 
to flee before the allied forces of the Powers occupying Peking. 
Subsequent years have seen the national sentiment intensified 
and permeating all the upper classes of people; it seems safe now 
to consider the awakening as at last national. Nor can it be 
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doubted that it has been immeasurably inspired and deepened by 
the unconscious example set by Japan, a nation of similar race 
and similar culture, which has risen rapidly to a position of 
power, while China has remained dormant, and which, because of 
China’s very impotency, has even engaged in a costly war, partly 
in the interest of Chinese rights in Manchuria. Once aroused, 
however, her national sense is directed against Japan even more 
than against other nations. 

This is natural when one reflects upon the circumstances. 
Recent events have clearly shown that there are two opposite 
views which characterize the new nationalistic movement in 
China. Some advocate reformatory ideas which center in the 
notion that China’s true strength must lie in the direction 
of reorganizing, in coOperation with other friendly nations, her 
political and economic forces. Others uphold reactionary policies 
which are at present best exemplified in the general clamor for 
revoking privileges once granted to other nations. These two 
sets of views are, in the last analysis, based upon China’s national 
desire to play the role of an independent State; but their methods 
and tendencies are so divergent that the nation may yet have 
to pass through a period of severe trial between them. At 
present, however, advocates of the reactionary views have 
become so overwhelmingly preponderant in number and influ- 
ence, that many who might otherwise uphold reforms have been 
compelled temporarily to adopt the other guise. Else would 
their prestige be in danger,—for many a Chinese statesman 
is an opportunist. Hence is it that since the latter part of 
1907 the more reasonable policies, which had once seemed so 
encouraging for the future of China, appear to have given place 
to a reactionary policy of obstruction and intrigue. One may 
safely predict that this is temporary, if for no other reason than 
that any success gained under such a policy would be largely 
suicidal, while its strict practice would involve China in grave 
difficulties. It is hoped that the perspicacity of those advocates 
of reform and codperation who are compelled to silence will 
prevail in the end. In the meantime, however, China’s new 
national sense seems almost identical with an unqualified enforce- 
ment of her sovereign rights, without regard to her strength to 
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guard them, and to her duties as a modern state. This seems to 
be the universal creed of the upper classes,** excepting, perhaps, 
the revolutionists against the ruling dynasty, whose real strength 
and prospects are little known. 

It is interesting to note that at present the reactionary policy 
seems to be most effectively employed in Manchuria. In this 
region, whence, indeed, the present reigning dynasty arose, 
China’s national sense has been more thoroughly kindled by the 
course of recent events than in any other part of her domain. 
As has already been said, the Manchurian provinces have lately 
been reorganized, and the able Hsu Shi-chang and Tao Shang-yi 
are the new Viceroy and Governor, respectively, of Mukden; 
the new local government law embodying several notable ideas of 
reform will first be put in force here; and it is here that the 
military forces will be greatly augmented, so as to be able to 
replace the Japanese and Russian railway guards as soon as pos- 
sible. Soon after the new authorities were installed last 
year, the general pressure of reactionary ideas so completely 
overmastered them, that, during the last months of 1907 and the 
first half of 1908, Japan met in their hands a most strenuous and 
persistent policy of obstruction. The Japanese settlers and 
officials have sometimes responded in kind. The Chinese, on 
their part, appealed with remarkable skill to the world’s new atti- 
tude of suspicion and jealousy toward Japan, representing them- 
selves as the injured party. No argument to the effect that 
Japan has, by an enormous sacrifice, saved Manchuria for China, 
and there established the two fair principles of the new diplo- 
macy, has much weight with the Chinese, for their mental habit 
seems to be in a large measure opportunist and utilitarian. Nor 
can they be expected to see in such an argument any more ground 
for foreign intrusion than would any independent nation. That 
China is unfortunately not yet absolutely independent, does not 
enter into the creed of her reactionary statesmen. 

Still another potent reason, among others, for Japan’s difficult 
position, is not far to seek. Anyone in the place of some local 

“Those who would see how this sentiment is manifested will find numerous 


instances in the reports from China published in the London Times. The 
American press shows little interest in these matters outside of Manchuria. 
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foreign merchants in Niuchwang would probably act precisely 
as they have done; he would resent his own commercial loss, 
the cause of which he finds in Japan’s policy, much more than he 
would appreciate any gain accruing from the same policy to his 
neighbors or to his nation. He would see no reason to speak of 
the latter, where he would proclaim the former. When, for a 
series of just and unjust reasons, he becomes a bitter opponent of 
the Japanese policy, he might even habitually misunderstand the 
situation, or else willfully misrepresent it. He might well be but 
little familiar with the complex relations existing between China 
and other nations, and hence his views would often be incomplete 
or perverted. To the material interest coloring his vision may be 
added his natural race feeling toward the Japanese, which 
becomes particularly strong in a person of his position. As was 
the case with the foreign merchants in Yokohoma before the 
revision of the Japanese treaties in 1894, the Niuchwang 
merchant, instead of being the nearest and most reliable source 
of information, might be interested in disseminating systemati- 
cally misleading reports about Manchuria. If Japan remains 
silent, as she actually does, and China encourages such reports 
for her own ends, they would become the only—though danger- 
ous—source of information for the general public of the West. 
The result would be the singular spectacle of a few self-interested 
men and their friends guiding the opinion of the outside world 
on an important international situation. 

All these circumstances have tended to create in Manchuria a 
situation of extreme delicacy for Japan. She failed, I am con- 
strained to think, quickly to adjust herself to it, but sought to 
pursue a policy which, though entirely natural in her position, 
though it would be tolerated if it were in another part of China, 
and though it would have been considered even too hesitant in 
the days of the old diplomacy, was yet rather ill-timed for the 
Manchuria of to-day. In other words, after having inspired 
China with a keen consciousness of her sovereign rights in Man- 
churia, and having educated the world to look for the consum- 
mation of the two principles in this region, Japan found herself, 
after the Treaty of Portsmouth, in the presence of conditions 
inevitably modifying these principles; and, what is more, became 
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involved in the administration of a policy which was framed as 
much in the spirit of these modifications as in that of the 
principles. Thereby she has likewise exposed herself to the 
interested criticisms of local merchants, who, knowing the foibles 
of her Manchurian policy, and under the encouragement of the 
Chinese authorities, employ every means to propagate news 
unfavorable to Japan. In a subsequent article we shall examine 
some of her conduct in the leased territory and along her railways 
in Southern Manchuria, and the anomalous situation in which 


it has resulted. 
K. ASAKAWA. 


Yale University. 


[Note. An article supplementary to the foregoing, and dealing more par- 
ticularly with the resulting commercial situation, will be reserved for 
publication in the November number of this Revrew.—EprtTors.] 





NOTES. 


The Prices and Profits of the Standard Oil Company.' In con- 
sidering the latest part of the Report of the Commissioner of Corpor- 
ations on the Petroleum Industry, it immediately is apparent that 
this Report, valuable though it be, lacks the judicial quality which 
has dignified and enhanced the results of most investigations in 
industrial matters undertaken in recent years by the United States 
Government. The merits of the contest between the Administration 
and the Standard Oil Company are not properly a subject for 
present discussion. The Federal Courts are the tribunal selected for 
that contest, and in due time will authoritatively determine all the 
issues. Because of these pending proceedings the Commissioner of 
Corporations states (page xlv) that “some of the more detailed 
evidence secured by the Bureau regarding price discrimination is at 
present withheld from publication ; and the same is true of evidence 
regarding other unfair practices, the most important of which are 
the maintenance of bogus-independent companies, espionage over 
the business of competitors (especially by bribing railway employees 


to disclose their shipments), and deceptions as to the quality of oils 
sold.” Having withheld this “evidence” from publication, the Com- 
missioner might well have refrained from basing any conclusions 
upon it. In his letter of Submittal to the President (page xliv), 
however, the Commissioner summarizes his conclusions as follows: 


“The Standard is . . . a combination which maintains a sub- 
stantial monopoly, not by superiority of service and by charging 
reasonable prices, but by unfair methods of destroying competition ; 
a combination which then uses the power thus unfairly gained to 
oppress the public through highly extortionate prices. It has raised 
prices instead of lowering them. It has pocketed all the advantages 
of its economies instead of sharing them with the public, and has 
added still further monopoly profits by charging more than smaller 
and less economical concerns could sell for if the Standard allowed 
them the chance. . . . In the present report the following facts 
are established: The Standard has not reduced margins during the 
period in which it has been responsible for the prices of oil. During 
the last eight years covered by this report (1898 to 1905) it has 


1 Report of Commissioner of Corporations on the Petroleum Industry: 
Part II; Prices and Profits: August 5, 1907. Washington: Government 
Printing Office, 1907. 
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raised both prices and margins. Its domination has not been 
acquired or maintained by its superior efficiency, but rather by 
unfair competition and by methods economically and morally unjusti- 
fiable. The Standard has superior efficiency in running its own busi- 
ness; it has an equal efficiency in destroying the business of competi- 
tors. It keeps for itself the profits of the first and adds to these the 
monopoly profits secured by the second. Its profits are far above the 
highest possible standard of a reasonable commercial return, and 
have been steadily increasing. Finally, the history of this great 
industry is a history of the persistent use of the worst industrial 
methods, the exaction of exorbitant prices from the consumer, and 
the securing of excessive profits for the small group of men who over 
a long series of years have thus dominated the business.” 
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These are hard sayings, and without discussing matters which 
must be left to the determination of the Courts, one may properly 
inquire the grounds upon which these charges are based. 

The first question considered is whether there would have been 
a greater reduction in the price of oil had there been no Standard 
Oil Company. 

The Commissioner presents a table (page 49) showing that the 
average price per gallon of export illuminating oil at New York has 
declined from 30.08 cents in 1866 to 7.22 cents in 1905, and that the 
average “margin”—that is, the difference between the price of 
Pennsylvania crude oil at the wells and the price of export illumin- 
ating oil at New York—has declined from 23.75 cents in 1866 to 
3.90 cents per gallon in 1905. 

During the years from 1866 to 1873, inclusive, the “margin” 
declined from 23.75 cents to 11.96 cents. The Commissioner 
attributes this sharp decline to competition in the oil industry, and 
declares (page 49) that “the Standard can claim no especial 
credit for the reduction in margin.” From Part I of his report, 
however, it appears (pages 48-49) that throughout the latter portion 
of the period ending in 1873, the Standard Oil Company was the 
largest and most important concern in the refining business. The 
inference is irresistible, therefore, that the Standard Oil Company 
must have been a most active factor in the competition which effected 
this notable reduction in “margin.” 

Since 1879, it appears, the chief mode of reducing the price has 
been by utilizing the by-products of the petroleum. The Commis- 
sioner concedes (pages 633, 651-652) that “by its great control of 
capital and its large plants, the Standard has probably been able to 
make some improvements in processes by which better products 
could be secured or the cost of manufacture reduced, as well as to 
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discover certain by-products, which improvements and discoveries 
might never have been made by smaller independent concerns; 
: It is certain that some of the Standard plants carry the 
elaboration of by-products to a higher stage than any independent 
plant, and also that, taking their business as a whole, the Standard 
plants produce more of the high grade by-products than most of the 
independent plants. It is not probable that there is a very great 
difference in efficiency with respect to yields as between the best 
independent plants and the best Standard plants. Some of the 
independent plants, however, have no facilities whatever for the 
manufacture of the more elaborate classes of by-products. Such 
independent plants get less out of the oil than they might if they 
had more capital, while the Standard, in general, gets everything out 
of the oil which it pays to take out.” 

It would seem, therefore, that some credit ought properly to be 
given to the Standard Oil Compariy for the reduction of prices since 
1879. The Commissioner, however, denies this credit to the Stand- 
ard Oil Company (page 633) on the ground that “the principal cause 
of the increased importance of by-products lies not in improvement 
in processes of manufacturing them or in discovery of their exist- 
ence, but simply in the development of demand for those products.” 
Such sophistry is unworthy of the Commissioner. By reducing 
prices and by extensive advertising campaigns, the Standard Oil 
Company has stimulated and in no small measure actually created 
this demand for the by-products of petroleum, to which the Commis- 
sioner attributes all the credit. This demand, so created and stimu- 
lated, was no more available to the Standard Oil Company than to 
any of its competitors. The single advantage enjoyed by the Stand- 
ard Oil Company over its competitors was obtained by utilizing its 
own individual equipment to dispose of its by-products in salable 
forms. Solely by means of its superior efficiency, the Standard Oil 
Company was enabled to supply the demand which it had stimulated 
for the by-products of petroleum, and thus to reduce the price of oil. 

The next conclusion, which the Commissioner declares to be estab- 
lished in his Report, is that during the period from 1898 to 1905 
the Standard Oil Company raised both prices and margins. This 
statement is shown to be misleading by the table presented by the 
Commissioner (page 49), setting forth the average prices of Penn- 
sylvania crude oil at the wells and of export illuminating oil at New 
York. In 1898 the average price paid by the Standard Oil Com- 
pany to the producers for Pennsylvania crude oil at the wells was 
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2.16 cents, and the margin was 4.16 cents. The price of crude oil 
thereafter rose until in 1905 the average price paid by the Standard 
Oil Company to the producers was 3.32 cents. Although, for sey- 
eral years following 1899, there was some increase in the margin, 
there was a subsequent decrease and in 1905 the margin was 3.90 
cents. 

In declaring that the Standard Oil Company has maintained its 
position by “unfair competition and by methods economically and 
morally unjustifiable,” and that it has displayed “efficiency in destroy- 
ing the business of competitors,” the Commissioner must be regarded 
as relying upon evidence withheld from publication. At any rate, 
these sweeping generalizations are not established in this Report. 

The Commissioner’s charge that the profits of the Standard Oil 
Company “are far above the highest possible standard of a reason- 
able commercial return” deserves careful consideration. Through- 
out the Report occur the phrases “reasonable commercial return,” 
“average competitive profit,” “average business return,” “normal 
rate of profit,” and “average profit of a competitive working busi- 
ness,” all of which seem intended to describe some definite per- 
centage of profit upon business investment, which is the Commis- 
sioner’s standard for determining the degree in which the prices and 
profits of the Standard Oil Company shall be held to be “unreason- 
able.” Inferentially, the Commissioner indicates that this “reason- 
able commercial return” is about ten per cent. (page 55). How he 
arrived at this figure, and why that amount is reasonable, and why 
anything in excess of ten per cent. is “unreasonable,” is not disclosed 
in the Report. Equally dark is the reason for the obloquy visited 
upon the concern that earns more than ten per cent. An oil refinery, 
unlike a railroad or a telephone company, owes no legal duty to the 
public in respect of the price of its product or the amount of its 
profit. The presumption pervading the entire Report that profits 
are “unreasonable” because they exceed an arbitrary percentage, and 
that such profits are illegal and immoral, has no foundation whatso- 
ever, either in law or in morals. 

Frequent repetition of a doctrine regarding public service com- 
panies, somewhat similar to that accepted by the Commissioner as 
applying to the refining business, has made the phrase “unreason- 
able commercial return” fairly familiar to general readers. In so 
far, however, as the phrase has been extended to purely private 
enterprises, like the Standard Oil Company, its application is 
original with the Commissioner. 
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The Commissioner asserts that the Standard Oil Company would 
receive a “reasonable commercial return” if it obtained merely three- 
fourths of a cent profit per gallon of oil; but that it actually obtains, 
through the domestic demand for its product, a profit of nearly three 
cents per gallon. He also declares that the competitors of the 
Standard Oil Company refine oil at a cost to themselves of one and 
one-half cents per gallon greater than the cost of refining to the 
Standard Oil Company. The accuracy of these statements rests 
for the most part upon evidence the details of which are undisclosed 
in the Report. Assuming, however, that they are correct, it appears 
that the competitors of the Standard Oil Company obtain a profit 
double the “reasonable commercial return” prescribed by the Com- 
missioner. The information presented by the Commissioner dis- 
closes no inclination on the part of the competitors of the Standard 
Oil Company to reduce prices. It is difficult, therefore, to follow 
the Commissioner when he says (page 56) : 


“If independent concerns can to-day sell oil profitably for less 
than the Standard charges, it follows that independent concerns, in 
the absence of any great combination, could have reduced prices 
more than they actually have been reduced.” 


The Commissioner’s argument is repeated again and again 
throught the Report that, if the Standard Oil Company had never 
existed, its competitors would now be larger and more efficient. 
Several questions regarding this argument are suggested by the 
information presented in the Report. If the competitors have not 
become large and efficient under the encouragement of prices yield- 
ing twice the “reasonable commercial return,” under what conceiv- 
able circumstances could they have become large and efficient? If, 
as the Commissioner declares (page 624), “the economies in the 
business, which the Standard was introducing during these years, 
made it possible for it to survive during these reductions in prices 
while most of its competitors were forced to the wall,” is it not 
plain that, had the Standard Oil Company never existed, the most 
efficient refinery would just as surely have outstripped its less effi- 
cient rival, and the less efficient refinery would just as surely have 
been smaller and less efficient than its more efficient competitor ? 

The simple statement of the case shows how axiomatic is the 
proposition that if there had been no Standard Oil Company the next 
most efficient refinery or group of refineries in the oil business would 
have attained the position now‘ enjoyed by the Standard Oil 
Company. 
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Finally, are the refineries now competing with the Standard Oil 
Company such small and inefficient concerns? The Commissioner 


states (pages 651) that, since 1904, 


“two or three independent concerns have enlarged their 
refineries or built new ones which approach more nearly 
to the size of the Standard plants. Thus the plant of the 
Pure Oil Company at Philadelphia has a capacity of about 
700,000 barrels (of 42 gallons) of crude per year, and can 
produce, on the basis of the prevailing yield from Pennsyl- 
vania crude, between 300,000 and 400,000 barrels (of 50 
gallons) of illuminating oil per year. The Gulf Refining 
Company’s plant, at Port Arthur, Tex., has a crude 
capacity of more than 4,000,000 barrels per year. 

A new independent concern in California, the California 
Petroleum Refineries (Limited), has a plant nearing com- 
pletion which will have a capacity of about 2,500,000 
barrels of crude per year, which is not very much less 
than the capacity of the Standard’s California plant, which 
in 1904 handled about 3,317,000 barrels. . . . It is not 
probable that there is a very great difference in efficiency 
with respect to yields as between the best independent 
plants and the best Standard plants.” 


In the light of these facts, the Commissioner’s argument is not 
quite convincing. 

The export policy of the Standard Oil Company is criticised by the 
Commissioner (page 399) on the ground that it “has been actuated 
not by a desire to promote the interests of American crude-oil 
producers or of American labor, but solely by a desire to maintain 
and increase its control of the oil trade.” What more legitimate 
motive, pray, could any exporter nave than to “maintain and increase 
its control” of foreign trade? It is not surprising, in view of the 
present currency of economic solecisms, that the Commissioner 
should deplore throughout his Report the manifestation in the Stand- 
ard Oil Company of the ambition that urges every alert American 
manufacturer to attain a dominant position in his domestic trade. 
But it is surprising that the Commissioner should denounce the 
impulse of expansion in an American exporter on the ground that 
this impulse is not pure altruism. The Commissioner charges that 
the prices at which the Standard Oil Company has disposed of oil in 
England and Germany have been lower, after allowing for the 
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cost of transportation, than the prices which the company has 
charged in the United States. This comparison rests upon informa- 
tion which admittedly is incomplete. The grade of oil sold abroad 
is, in general, below that for which a broad market exists at home. 
Furthermore, even if the Commissioner’s comparison be accurate, 
the practice of selling goods for export at prices considerably lower 
than domestic prices was reported by the Industrial Commission 
(Vol. xiii, pages xxv-xxvii) to be regularly followed and 
stoutly defended by the United States Steel Corporation, the Jones 
& Laughlin Steel Company, the Otis Elevator Company, and many 
other large industrial companies. In the case of the Standard Oil 
Company, however, this practice need not be defended. Upon a 
closer examination of the facts presented by the Commissioner, the 
apparent discrimination by the Standard Oil Company against the 
domestic consumer entirely disappears. The Commissioner states 
that since 1902, when the anthracite coal strike caused a shortage in 
the supply of oil in the United States, the Standard Oil Company has 
sold in Great Britain and in Germany large quantities of oil, which 
it has brought from Russia, Roumania and Austria-Hungary. For 
the purpose of supplying this trade, the company has actively 
entered into the production of crude oil and the refining of illumin- 
ating oil in Roumania, and has begun the refining of Galician crude 
oil in Austria-Hungary on a large scale. This oil is not American 
oil, and does not compete in American markets with American oil. 
It is foreign oil, selling in foreign markets at a low price, because 
of its low grade and because of the nearness of its place of produc- 
tion to these markets. The price at which this foreign oil sells in 
foreign markets, therefore, does not afford a proper basis upon 
which the Commissioner may establish a comparison with the price 
of American oil in American markets, or from which the Commis- 
sioner may infer that the Standard Oil Company is discriminating 
against the domestic consumer. 

In summarizing the “facts” that are “established” in the Report, 
the Commissioner concludes: “Finally, the history of this great 
industry is a history of the persistent use of the worst industrial 
methods, the exaction of exorbitant prices from the consumer, and 
the securing of excessive profits for the small group of men who 
over a long series of years have thus dominated the business.” 

Since, by direction of the President, the Commissioner has with- 
held from publication “detailed evidence” regarding the matters 
above mentioned, and since the Courts are already threshing out 
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these very charges, no discussion of these subjects will here be 
undertaken. Fairness to the Commissioner, who has been com- 
manded by his superior to withhold the “evidence” upon which he 
rests his conclusion, requires that the grounds of his final denuncia- 
tion remain for the present unexamined. Under the most charitable 
view, however, this statement must be challenged most emphatically 
as not a “fact” “established” in this Report. 


GILBERT HOLLAND MONTAGUE. 
New York City. 


Socialism and Science. Opinions may well differ as to the possi- 
bility or desirability of socialistic programs, but there are several 
aspects of the socialistic movement that ought to be recognized even 
by its worst foes. In the first place, the socialists have numbered 
among their spokesmen not a few protagonists of unquestioned 
literary power—effective writers and lecturers whose output, taken 
purely for its inherent interest and the skill displayed in exposition, 
not seldom eclipses the mechanical performances of the opponents 
of socialism. Not to go far into the past, there is Jack London’s 
perfervid “Iron Heel,” and H. G. Wells’s skillful “New Worlds for 
Old.” In their advertisement of the latter work, its publishers cite 
the expression of a prominent American professor: “Almost thou 
persuadest me to become a socialist.” Both books—and they are 
not the only ones of similar quality—are at least literary produc- 
tions. And there is more than technical skill in them: there is an 
alertness and keenness of interest of author in subject as of one 
with a message of truth not long to be denied. It is, of course, 
the old story of eloquence generated by a heart-gripping as dis- 
tinguished from a purely intellectual persuasion—there is here, in a 
word, the fire of the reformer. Let those who undertake to refute 
socialistic ideas realize, on the evidence of history, the power of such 
propaganda. 

But there is another characteristic element in socialistic writings of 
this order which differentiates them from the fanatic utterances of 
the past: they claim to rest their case upon a scientific, non-religious 
basis. Reformers of times gone by have called upon God, or upon 
some great a priori theory of natural, heaven-given rights ; they have 
appealed almost wholly to emotion rather than to reason. The 
call upon scientific vindication has been weak and rare. But the 
socialists, while they are fully aware that the moving springs of 
human action are emotional, and while they do not fail to spice the 
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repast of reason with the time-hallowed condiments of pathos, 
argumenta ad hominem, and the like, have yet laid claim to a solid 
basis in evolutionary reasoning and sociological principles. It may 
be believed by some that such reasoning and principles are perverted 
to discharge the function,—that is really beside the point,—but in 
any case it is significant that the socialistic basis is avowedly scien- 
tific. Religious reference, when one comes to reflect upon the case, 
is conspicuous by its absence. All of which recalls a remark once 
made by the author of “What Social Classes owe to Each Other’”— 
one of those haunting asides of the class-room—to the effect that 
socialism has arisen with the decline of accepted religion. Time 
was when those whose lot in life was of the unfortunate would say 
to the wealthy and exalted: “All right! Go ahead! But remember 
who lay in Abraham’s bosom!” Now, with the awakening of a 
feeling of imsecurity as to the future and its compensations, with 
the weakening of that religious feeling which justifies the existing 
order, the cry is raised: ‘This life may be: all—let us have a divi- 
sion here and now!” 

By way of illustration of the above points, the evidence of a recent 
small volume of socialistic lectures upon “Evolution, Social and 
Organic,” by Arthur M. Lewis, is of significance out of proportion 
to its size. Of the lectures as here reported it may be said that 
they are done with great skill, not seldom reminding one, in fact, 
of Huxley’s lectures to working men, wherein that extraordinary 
expositor set out to introduce minds untrained, and no doubt dulled 
by environment and occupation, to the then newly-published prin- 
ciples of Darwinism. Lewis lectured on Sunday mornings last 
winter in the Garrick Theatre, Chicago, upon such topics as, “Thales 
tc Linneus,” “Weismann’s Theory of Heredity,” “De Vries’ Muta- 
tions,’ “Spencer’s Individualism”; and it must be admitted, upon 
perusal of the lectures, as reported, that the difficult places were not 
shunned. Though we do not hear of the ids and determinants, and 
all the other complexities of the germ-plasm theory, or of the Men- 
delian discoveries, we are introduced, with the necessary discussion 
and illustration, to Pangenesis, to the Lamarckian factors, to 
Haeckel’s biogenetic law, and to other theories and schools, in a 
simple and attractive style. The essential concepts of evolution— 
except that of the severity of the struggle for existence, which 
seems to be minimized—are plainly stated and illustrated with well- 
chosen cases. In other words, the lecturer displays a high quality of 
exposition. Anyone who is interested in these matters, especially 
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if he is trying to teach them, can derive from this booklet much to 
his advantage. 

In some cases it would seem that the mark had been overshot— 
as occasionally in the Huxley lectures—but the size and persistence 
of the audiences appears to controvert this impression; the reader 
is informed in the preface that the hall of delivery was uniformly 
crowded, and that “on several occasions half as many people were 
turned away as managed to get in.”’ It can hardly be believed that 
such audiences assembled to hear simply the perorations to these 
lectures, which, with apt skill, return ever to such vindication of 
socialistic ideals as lay in the scientific matter previously given; the 
attendance is taken, at any rate, as a proof of the essential interests 
of socialists in science. The author is proud of this interest; he 
begins his lecture on “Darwin’s Natural Selection” as follows: “In 
the year 1906, the paper which has the largest circulation among 
English socialists, ‘The Clarion,’ took a vote of its readers as to whom 
they considered to be the greatest man, the man who had contributed 
most to the progress of the race, which England had produced. By an 
overwhelming majority the place of honor went to Charles Darwin. 
That vote was as much a vindication of English socialists as it was 
of the man whose name has become almost a synonym for ‘modern 
science.’’’ Lewis then goes on to assert that socialistic writers, 
naming Marx, Ferri, Bebel, and others, have all recognized the 
evolutionary theory as well as the results of later science, and, by 
their prompt acceptance of such truth, are ranged among the pro- 
gressive and emancipated. 

Of course there are socialists and socialists—utopian and scien- 
tific—and it may be that the eloquence and the science of the better 
educated leaders penetrate to only a limited depth into the minds 
of their hearers, or into the different varieties of which the socialistic 
species is composed. But it is well, especially for those who distrust 
and fear the socialistic movement, to realize that socialists claim 
adherence to the principles upon which modern civilization has been 
proud to plume itself. If young men yearly graduate from college 
with little or no idea of the applications of science to societal life, 
and with small power of expression, while day-laborers are deriving 
during their meager holidays, from the lips or pens of skillful 
teachers, at least an adumbration of the scientific principles applica- 
ble to human life and progress, it is befitting that the fact be known. 
If certain reported wonder-tales are true which represent instructors 
as informing college men that “evolution is no longer accepted by 
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reputable scientists,” or that “DeVries has completely smashed 
Darwinism,’—then who are we university men that we should claim 
intellectual emancipation and aspire to intellectual leadership? Great 
world-movements have more often been brought about by the pas- 
sionate faith of the humble, acting as a stimulus to the painful acqui- 
sition of knowledge and power, than by the easy indifference of those 
whose opportunities have been far better, but who content them- 
selves with a finical, post-prandial uplifting of hands over move- 
ments of whose real nature they are ignorant. It is, in any case, a 
matter of interest to the student of society to reflect upon, and to 
watch the vicissitudes of a social reform, one of whose major claims 
is that it is based, not upon superstition and the supernatural, but 
upon the last and loftiest flights of human reason. 
A. G. K. 
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Principles of Economics. By Edwin R. A. Seligman, LL.D. 
Third edition. Revised and enlarged. New York: Longmans, 
Green & Co., 1907—8vo, pp. 1+710. $2.40. 

The popularity of Professor Seligman’s text-book of Economics 
is attested by the appearance of three editions with intervals of but 
a year between each and its successor. The third edition comprises 
about a hundred pages of matter additional to that which was 
contained in the earlier editions. This new matter is contained in 
the four chapters on money and connected topics, namely 
chapters xxviii to xxxi, which replace the old chapters xxviii and 
xxix. The discussion of this important group of subjects has been 
expanded to treble its original bulk, and, of course, thoroughly 
revised. The more detailed treatment makes this section of much 
greater use to students. While the new matter, and the new 
arrangement of material accompanying the expansion, is thus a 
valuable feature of the new edition, we find a number of small points 
as to which it seems desirable to offer comment. The statement 
that, since 1816, twelve Troy ounces of English standard silver 
are “cut into sixty-six shillings, but issued to the public at sixty-two” 
(p. 496), is hardly likely to convey to the mind that the issue of 
silver coin is entirely controlled by the government, and free coinage 
does not exist. Private owners of silver cannot, in fact, procure for 
a pound of it sixty-two of the sixty-six shillings into which the 
mint makes that pound. 

In what is said on p. 497 of the Latin Union, the important fact 
of circulation of coins (with certain exceptions) of all the members 
throughout the territory of all does not become prominent, even 
if it be contained by implication in the statement. On p. 503 the 
words used seem to imply that India Council bills were on sale in 
London at 16d. from 1893, and the actual sales for some years at 
much lower figures would almost seem to have been ignored by the 
author, though one phrase appears to indicate that such was not the 
case. The uninformed reader might easily be helped to a clearer 
understanding of the facts in the next edition. 

The assertion that the German Reichskassenscheine are analogous 
to gold certificates (p. 510) suggests what is not the fact, 
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namely that the Spandau gold fund is available, as is the gold 
held in the United States Treasury against gold certificates, for 
redemption of the notes on demand. The statement that, during 
the Bank Restriction, Bank of England notes “depreciated almost 
fifty per cent.” is not in agreement with the usual authorities. The 
natural interpretation of the word would be that the notes were 
worth little more than fifty per cent. of the gold which would 
legally be contained in the coins they were supposed to represent. 
This would mean a price of gold, in bank-notes, of something like 
£7. 10s., which figure was certainly not nearly reached. 

On p. 556 the transition in the case of Swedish note issues to a 
monopoly by the Riksbank some five years ago is overlooked. In 
dealing with English bank-note issues on the following page, it 
is left to the reader’s power of guessing to arrive at the conclusion 
that Peel’s Act in 1844 excluded private banks equally with joint- 
stock banks from acquiring any powers of note-issue not then pos- 
sessed, while the reference to the country bank issues in 1905 is not 
to actual, but to authorized issues, though the phraseology would be 
likely to suggest to the ordinary reader that actual issues are meant. 
On p. 565 the reference to the tax on German emergency circula- 
tion calls it “five per cent., payable weekly,” which would be clearer 
if the words “per annum” were inserted between the two halves 
of the phrase cited. 

In view of the extent to which the currency and banking system 
of Canada has been referred to in the active discussion of proposals 
for reform in the United States, the omission of any description of 
the Canadian system from these chapters strikes one as a curious 
oversight. 

Only one other point in this section of the book will be referred 
to, namely the discussion on index numbers (p. 472). The state- 
ment that when one commodity has trebled in price, and a second 
has fallen to one-third of its original price, these being all the 
changes to be considered, “the value of money has not altered,” will 
not, we think, be universally accepted as beyond dispute. Equally 
will the statement that “to secure still greater precision, use is 
made of the harmonic average” be accepted with hesitation. To 
place the geometric mean as unquestionably more exact than the 
arithmetic, the harmonic than the geometric, is to dispose very 
briefly of a thorny subject, but to dispose of it in a way not likely 
to command the universal assent of students of the subject. 
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If writers of text-books adopted all the suggestions of their 
critics, their works would be in danger of losing much of the indi- 
viduality which gives them value. Yet, in some points, it is advan- 
tageous to defer to expert critics, and we observe that, in deference 
to criticism from Professor Taussig, the objectionable and mislead- 
ing phrase, which defined the marginal utility of a stock as equal 
to the product of the number of units and the utility of the marginal 
unit of the stock, has given place to the phrase “effective utility of 
the stock,” which is greatly to be preferred. 

On another point we could wish that the author had seen his way 
to introduce a change suggested by the same critic. On p. 105 the 
table of values of products of industry still deals with gross prod- 
ucts only, and adds some data from 1905 to those of the twelfth 
census previously given. The surprise at the existence of six classes 
of manufactured products in 1900 “each aggregating over half a 
billion dollars in value, as against one agricultural product and no 
mineral products” (p. 104) would vanish very promptly if it were 
explained that the values added in manufacturing to the raw mate- 
rials used did not exceed half a billion dollars in more than one case. 
For the extractive industries, the gross values of products are about 
as fair representative measures of the importance of the industries 
as are the gross values of products, less value of principal raw 
materials used, in the case of elaborative industries. 

Apart from the expanded treatment of currency matters, the 
work hardly differs from that which has so rapidly won for itseli 


an established position among College text-books. 
A. W. FLUX. 


Essentials of Economic Theory as Applied to Modern Problems of 
Industry and Public Policy. By John Bates Clark. New York: 
The Macmillan Company, 1907—8vo, pp. xi, 566. $2.00 net. 
Those who are familiar with the work of Professor Clark will not 

need to be told what is the point of view from which he approaches 

economic problems. The first part of this new treatise is devoted 
to a sketch of the doctrines of value and distribution which its 
author has expounded more at length in an earlier volume. The 
latter part contains a discussion of a number of economic problems 
of wide interest, in reference to the changes which are in progress 
in the more active modern societies. It need hardly be said that 
the author brings much acumen, and wide knowledge, to the 
illumination of the situation, and students who are already fairly 
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familiar with outlines of economics will find much that is helpful 
in these pages. 

At the same time, it can hardly be denied that, in certain respects, 
the work is disappointing, and in the short space available here 
attention will be mainly confined to some of the points as to which 
the reviewer takes issue with the author. To begin with, there 
seems to be a claim made in the preface that the problems covered 
by the author’s phrase “Economic Dynamics” have been neglected 
by most writers, a claim which we find it impossible to concede. 
The influence of progress on various phases of production and dis- 
tribution has occupied much of the attention of most, if not all, 
of the leading writers of economic treatises for a couple of genera- 
tions. It is true that they have not assigned to their discussion 
a misleading title like “dynamics,” but they have discussed the 
problems, or some of them. 

We shall content ourselves with merely stating that we find our- 
selves in agreement with those who hold that the attempt to divide 
economics into two divisions described as “economic statics” and 
“economic dynamics” is not a happy solution of the difficulties with 
which it is intended to deal. After carefully following the use to 
which the words “dynamic” and “dynamics” are put by our 
author, we find ourselves more strongly of that opinion than before, 
more inclined to urge the view of the doyen of present-day English 
economists, that biological rather than mechanical analogies are 
those which are more helpful in dealing with the changes in progress 
in economic organization. 

Disputes about the use of words seem rather fruitless, but we con- 
fess to experiencing a series of shocks as we encountered such 
words as “law,” “normal,” “dynamic,” words to which a fairly 
precise sense has been assigned for scientific purposes, employed 
with a lack of precision which renders the use of such words neither 
helpful to those who are accustomed to using them in a limited and 
defined sense, nor to those to whom the words are unfamiliar in 
any sense. What are we to say, for instance, of such phrases as 
“among the worst of these evils are a weakening of dynamic 
energy” (p. 537), or “The preservation of a normal system of 
industry and a normal division of its products requires the suppres- 
sion of all those practices. . .on which. . . monopolistic 
power depends” (p. 395)? For a criticism of the former we are 
content to refer any colleague to the Department of Physics of his 
university, and as to the latter, it is but one of many examples which 
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show that the author has excluded from discussion all systems in 
which monopoly forms a regular element, and whose normal condi- 
tion is one affected by the presence of monopoly. To him, through- 
out, monopoly is “abnormal” and its results “unnatural.” In fact, 
there is a strong tendency to identify what the author regards as 
desirable with what is “normal” or “natural.” A “normal 
amount of protection” (p. 536) seems to be merely another phrase 
for a beneficial amount, and the “abnormal part of the duty” is 
deliberately a modified way of specifying what is “unnecessary” 
(p. 531). Then, again, we are asked to consider how to secure “a 
distribution of wealth which would be more nearly in accordance 
with economic law” (p. 388), and the director who pays more atten- 
tion to the gains from fluctuations of price of his corporation's 
securities in the stock market than to the details of its industrial 
operations is said to “vitiate the action of the economic law which, 
etc.” (p. 387.) These are but samples of what can hardly be 
characterized otherwise than as a sad lack of precision of thought 
reflected in the want of precision in the use of terms, to the con- 
notation of which no little attention has regularly been devoted by 
economic writers of recent times, or which are borrowed from exact 
sciences in which they have an exact meaning. 

To notice a point or two of more particular import, we turn first 
to chapter xx, in which the accumulation of capital is discussed. 
Here the thesis is maintained that “perfectly rational estimates of 
present and future. . . mean that the two stand at par.” 
(p. 339.) This seems to us a strange doctrine, and one which would 
compel the conclusion that most men are irrational, a conclusion 
which, of course, has the support of so eminent an authority as 
Carlyle. Then, again (p. 348), “the highly rational man” to whom 
there is assured a perfectly steady income year by year, indefinitely, 
will, it is stated, prefer to save in the present for the sake of increas- 
ing the future income already guaranteed as equal to that of the 
present. While we can conceive reasons for such saving, we are 
not quite ready to admit that it is a necessity of the “highly rational” 
temperament, or that it is independent of the amount of the assured 
constant income, among other important considerations affecting 
the case. 

In chapter xxiv the subject of railroad charges is considered, 
and it is asserted that, if railroads were so situated that all their 
facilities were fully employed in handling traffic, the principle on 
which the general charges of the system would be made to bear on 
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different classes of traffic would be a pro rata system, which we 
interpret to mean that direct expenses would be loaded by the same 
percentage for all traffic in order to cover general charges. Space 
will not admit of a discussion of the point here, but it seems hardly 
a necessary result of such a theory of railway rates as that presented, 
for example, by President Hadley. 

When discussing the wages question, our author gives expression 
to one opinion which, if it be sound, seems to render doubtful any 
such satisfactory adjustment of wages as he (and many with him) 
considers desirable. He says “A system of compulsory arbitration 
that should go the length of forcibly equalizing the wages paid to 
men of like ability in different occupations, would not be tolerated 
in a democratic community.” (p. 475.) If this be so, in this and 
other fields there is need of sound ethical teaching before hope of 
satisfactory adjustment of what is deplorable in economic arrange- 


ments can come within the range of the practically attainable. 
A. W. FLUX. 


Die Vilker ewiger Urseit. Die Amerikaner des Nordwestens 
und des Nordens: Band 1 of Die Geschichte der Menschheit. 
Von Kurt Breysig. Berlin: 1907—pp. xxvii, 563. Beigabe: eine 
Volkerkarte von Nordamerika. 

This book constitutes the first installment of a projected mag- 
num opus, which is to be extended ultimately to six volumes. In 
general the bulk of the present section covers the ethnography of the 
Northwest Indians and the Eskimo, and is very well done. The 
best ethnographers are drawn from, and, where necessary, in their 
own untranslated versions; for example, the author uses Danish 
sources freely when dealing with the Greenlanders. Of the style of 
treatment more will be said further on. This opening volume 
includes two other and smalier sections, introductory to the whole 
series, the first being a somewhat dithyrambic “Schauspiel der 
Menschheit,” of no very obvious value, and the other an excursus 
upon “Weltgeschichte.” It is to this latter essay, as of most vital 
interest to the author, and as representing the viewpoint of the 
projected series, that the attention of the reviewer must necessarily 
be drawn. 

The style of this particular portion—to clear away first of all the 
less essential considerations—is of the worst. Breysig is clear 
enough, in the main, when he is describing his Indians and Eskimos, 
and he is endurable in his “Schauspiel”; but when he gets fairly 
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warmed to the intricacies of his philosophical conceptions of world- 
history, he involves himself in an irritating mesh of inversions, com- 
poundings, mannerisms and involutions that recall, in some cases 
not so distantly, the great Bastian. It is not so much that he 
is metaphysical and inclined to bathos—if he were, he would be 
scarcely penetrable—he is simply afflicted by that common malady of 
the German savant, the horror of the stop. Those who have suffered 
much from the results of this distemper, as they grow older and 
less patient, become steadily more intolerant of the necessity of 
crashing by main force into labyrinths of words, disentangling, 
rearranging—in short, doing all that mechanical part from which 
the author should have freed them by his own taking of thought. 
This kind of barbarous composition is a veritable imposition upon 
the student; it is not a linguistic necessity, as the reader of Goethe— 
whom all Germans are supposed to venerate and follow—knows. 
Many comparisons have been drawn between German and English 
historical writers to the disadvantage of the latter; some of them 
are undoubtedly deserved, but the counterbalancing factor of style 
should never be left out of account. 

The essential consideration in reviewing the opening volume of 
such a series as the one here contemplated is that of the viewpoint. 
Taken in the large, Breysig contends for a wider perspective in 
history. His undertaking is “begun in the name of Herder.” Even 
before he had commenced his recent Kulturgeschichte der Neuzcit, 
he had convinced himself of the necessity of approaching history 
from the evolutionary standpoint; and this had led him to believe 
that, in order to understand the more modern, the historian must 
make excursions into the remote past of the race, as represented by 
the life of the “Urzeit.” But the Urzeit is not necessarily the past, 
chronologically speaking; it is the present of the less developed 
people, and so it is all about us. It is, the author says, always with 
us ; and this is what he means in his title by “Ewitge Urzeit.” Doubt- 
less the adjective is a bit strong, especially as one looks toward the 
remote future and the dwindling of primitive peoples; but the idea 
is clear enough. 

An immediate corollary of this major premise is that history 
shall not be written upon the basis of chronological sequence, nor 
must it be marked off as to its sections by boundaries based upon 
considerations of space, or of race. It must be a “Stufenbau,” taking 
up the stages of human progress, whenever, wherever, and by 
whatever race they are exhibited; it must be comparative. Now 
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what all this means is that history shall be extended to take in the 
results, if not the fields, of the several social sciences, and particu- 
larly those of anthropology in the broadest sense, including, as the 
present volume indicates, ethnography, folklore, archeology, etc. 
The author tries to show, though it is unnecessary to rehearse his 
argumentation, that all these sciences grew up in portions of the 
once-occupied field of history, later left to become waste because of 
the ill-advised interest of historians in restricted and relatively 
unimportant sections of their domain. This contention is doubt- 
less fair enough, looked at in a certain light; in any case the 
squabble about nomenclature is, in most cases, a pitifully petty 
and unproductive one. Unquestionably history, taken in_ its 
content as a word, includes anything and everything that men 
have done on earth; chemistry might be called history, when once 
the experiment is over and the test-tubes cold, if one were so dis- 
posed. But history, in any practical sense of the term, is never all 
this and will not measure up to such a content except, perhaps, in the 
millenium. What Breysig can do, or will wish to do, to prove the 
contrary we must wait a few decades and see; what he is setting 
forth in this volume is in reality a rearrangement of ethnographical 
material calculated to bear upon that treatment of,more developed 
peoples and stages now known as historical. 

There is no quarrel with this enterprise; rather is there the 
strongest of approval and of hope, especially when the work is in 
the hands of a scholar of such quality. Sociologists have said, 
with perhaps the over-warmth of the persecuted, that history, to be 
worth anything, must be sociology; and students of the several social 
sciences have reiterated their insistence upon the fact that historians 
must take account of the social scientists’ results. It is cheering to 
see the author before us led back to view institutions in their “lower 
terms” as a prerequisite to understanding them in terms more 
evolved and, of a consequence, more complex. There is no objec- 
tion even to calling the whole thing “history,” if anyone prefers. 
But the resistance to a swelling inclusiveness on the part of histo- 
rians whereby they are led to deny the existence of, say, sociology, 
lies, in many minds, in the following considerations: first, what- 
ever may be the literal meaning of “history,” certainly it has 
never, in any real sense, covered the field of several of the 
social sciences—e. g., economics. As in the partition of the world’s 
lands, so in that of intellectual domains, the effective principle 
is that of occupation, of holding uti possidetis; it is, to say the 

















234 Yale Review. [Aug. 


least, not etymological. Again, the method of history has not 
been that of the sciences; for long ages it was at most an art. 
Secause it has now borrowed “scientific method” from certain of the 
social and other sciences,’ there is no reason why it should, 
by virtue of this proceeding, set up a claim to include them. And, 
indeed, the discipline of the social sciences is still one diverse from 
that of history. Let us take, for example, the ethnologist, the student 
who attempts to differentiate races and their qualities. His footing is 
in natural science first of all, including geography, geology, biology, 
psychology, et id omne genus; also he must know the social side of 
racial life—the data of culture-history, reaching back as they do into 
archeology, “prehistorics,” etc. He would not recognize himself as 
a historian, nor would any orthodox historian prosper with his fit. It 
is qualitatively different from that needed by what is now regarded 
as a historian; and there is no need of expanding this latter concep- 
tion, for one man has all he can do to realize the conception as it is. 
If history included all that some historians would have it cover, 
there would be no historians at all. There is, between the histo- 
rian and the social scientist, a division of labor clean enough cut for 
all essential purposes; it is plainly enough accepted in usage, and 
if the historian is not content with his own way of attacking the 
difficulties before him, he should give himself the appellation corre- 
sponding to the discipline he prefers. 

Respecting the author before us, there remain many interesting 
statements and ideas of his that might be challenged or accepted. 
But there is only one other aspect of his work that can receive men- 
tion here. One must regard his project, so far as can be judged 
from the present specimen, as a collection of sociological data taken 
up upon sociological principles; it is not so new to sociologists of the 
scheol of Spencer and his followers. Breysig says, though not 
exactly apologetically, in explaining the character of his work: 
“Auch wer einer solchen Aufgabe fast ein Leben zu widmen bereit 
ist, wird den gréssten Teil seiner Arbeit nur dem Ordnen, Ver- 
gleichen und Zusammentragen der Ergebnisse fremder Tatigkeit 
widmen kénnen. . . . Auf weite Strecken hin werde ich 
doch nur Zusammenfassungen bieten kénnen. Auch sie werden 
niemals vollstandig sein. Jedes der Biicher, mancher von den 
Abschnitten, in die allein die ersten beiden Bande zerlegt sind, 


‘The late Professor Bourne used to tell the reviewer that his idea of 
critical method in history was, to a large extent, the result of observation 
of the methods of the classical philologists and text-critics. 
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kénnte die volle—und lohnende—Lebensarbeit eines Forschers in 
Anspruch nehmen.” Breysig wishes to be “zuerst und zuletzt ein 
ehrlicher Makler’”’; he feels that he must say: “Man darf und muss 
mir glauben, dass ich Wissenschaft, nur Wissenschaft will, niemals 
aber bequeme Zusammenwitifung, noch weniger die fahrige und 
willkiirliche Darstellung derer, die um einer Tageslosung willen 
literarische, nicht Forscherzwecke verfolgen. Ohne solche Gewahr 
wtrde ich ein Buch, wie dieses, fiir ganzlich unniitz, ja schadlich 
halten.” 

Thus speaks the historian who feels that he is slightly, or more 
than slightly, unorthodox. What he is setting out to write differs 
enough from history to need at least the lodging of a caveat. One 
cannot say what the finished work will be—though he may heartily 
hope that it will be happily completed—but the prospectus and the 
first volume certainly point to the conviction, on the author’s part, 
that what he calls “world-history” needs the results of the social 
sciences, with their evolutionary caste, if it is to do itself full justice. 
A. G. K. 


The American Constitution. By Frederic Jesup Stimson, Professor 
of Comparative Legislation in Harvard University. New York: 
Charles Scribner’s Sons, 1908—pp. 259. 

This is one of two books published by Professor Stimson this year, 
covering in part the same field. The first which was issued, on 
“American Constitutional Law” (Boston Book Co.), as its name 
imports, is of more special interest to lawyers or law students. The 
present volume is for the general reader, and reproduces a short 
course of lectures given in 1907, under the auspices of the Lowell 
Institute in Boston. 

It opens with the assertion that the Constitution of the United 
States is no fossil but quite a twentieth century document, since the 
temptations to men in power to strain or break through the limits 
of their authority are as great now and here as they ever were 
anywhere. A couple of vigorous thrusts at President Roosevelt are 
delivered in this connection. What, asks Professor Stimson, was his 
order visiting civic degradation on the negro soldiers involved in the 
Brownsville affair but a kind of executive “bill of attainder”? And 
what would have been the promise, generally, but probably falsely, 
attributed to him, not to molest the United States Steel Company, 
should it buy the control of the Tennessee Coal and Iron Company, 
but a pledge to suspend the operation of law—the very thing that 
the Bill of Rights forbade to English kings ? 
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Later the author returns to the charge, in attacking President 
Roosevelt’s theory of Federal rights. The President’s premise, he 
says, is that there must be in the United States as great governmental 
power as in any country. If, therefore, we do not find a certain 
right vested in the State governments or reasonably capable of effi- 
cient exercise by them, it follows that it must be vested in the United 
States and ought to be exercised by the United States if that will 
save the people from wrong (pp. 140-144, 226); whereas, in fact, 
the people have kept back certain sovereign powers, and decline to 
let them be exercised at all (p. 174). 

The book lays special emphasis on the foundation principles of 
our constitutional system. In one aspect the author describes them 
as two: the construction of a national government for political 
purposes, and of a group of State governments for social purposes 
(p. 14). In another aspect he marks three: the protection of the 
people against their courts and legislatures, as well as against the 
executive power; the parting of the functions of government into 
three divisions; and the preservation of home rule by making the 
nation deal with the individual, instead of the State (pp. 5, 32). 
Possibly, in describing this last principle, the author has given too 
little weight to the immense power of the courts of the nation to 
set aside State action, by virtue of the Fourteenth Amendment to 
the Constitution of the United States. 

The style of the book is that of the platform, rather than the 
study; and as its purpose is to make clear to all a few of the main 
attributes of our constitutional system, its colloquial character may 
not come amiss. 

A popular lecturer, however, often ventures to make a state- 
ment which he would hardly have cared to submit in cold print to 
the perusal of scholars; and a blue pencil might have been used to 
advantage in striking out some things of this nature. Thus Pro- 
fessor Stimson suggests that in one contingency a State has a right 
to secede, though “oddly enough, no one appears to have noticed 
this” (pp. 35, 137). It will arise if it should “be ever deprived of 
its two Senators in the Senate.” Article V of the Constitution, to 
which he refers, forbade any amendment of that instrument looking 
to the abolition of the slave trade before 1808, or depriving any 
State, without its consent, “of its equal Suffrage in the Senate.” An 
amendment cutting down the representation of all the States to one 
Senator instead of two would not be prohibited, and would bring 
the Senate back to a size much better corresponding to the nature of 
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its functions. But should an amendment be passed to reduce thus 
the representation of the small States only, and in invitum, it would 
by no means follow that they could lawfully secede. The sanction of 
a constitutional prohibition is that what is done contrary to it is, 
in law, not done; and it would seem, on principle, that no majority 
could amend away that which all had agreed should be a condition of 
the union; and so that an attempt to pass such an amendment would 
be futile, and each State would retain the right to send up its two 
Senators as before. 

So the statement seems unguarded, to say the least, that martial 
law cannot lawfully exist in any State (p. 39). This certainly goes 
far beyond anything determined in Milligan’s case—the leading 
authority in this regard, as respects the limits of Federal power— 
and is in opposition to several decisions of the State courts under 
State constitutions. 

A similar slip occurs in describing the right of eminent domain. 
It is, the author says, an American principle that property taken for 
public use must be paid for before the taking, and the amount of 
compensation determined by a jury (p. 83). As to both these points, 
the practice differs widely in different States. 

An error of a graver character occurs in the description of the 
judicial power of the United States (p. 135), which excludes its 
controlling feature—cognizance of all cases arising under the Con- 
stitution of the United States, or under laws or treaties made under 
their authority. 

A popular lecturer cannot stop to defend every assertion by elab- 
orate argument. He must be more or less dogmatic. If, however, 
he prints what he has said, as he said it, he puts himself in a 
position of danger. Thus, Mr. Stimson’s assertion that the Senate 
has no power to amend treaties except by grace of usurpation (p. 
183) can hardly be received with general favor by those familiar 
with the subject. 

A little care in revision would also have saved an occasional slip, 
like that by which he makes President Jefferson, instead of President 
Jackson, the critic of Marshall’s decision in the Georgia missionary 
case, tried six years after Jefferson was in his grave. 

But the main purpose of the author has been well fulfilled. He 
had put before his Boston audience in a spirited, intelligible and 
suggestive way what seemed to him the essential characteristics of 
English law and American government. He now puts it before 
the reading public. They will also find it spirited, intelligible and 
Suggestive; and if they trace errors here and there, there are 




















238 Yale Review. 


a 


[Aug. 


none that are vital, while some will serve no bad purpose in provok- 
ing attention to points not always remembered in studying the 


nature of our government. 
SIMEON E. BALDWIN. 
Yale University. 


Statistical Inquiry Into the Influence of Credit Upon the Level 
of Prices. By Minnie Throop England. University Studies; 
University of Nebraska, Vol. 7, No. 1, January, 1907—pp. 83. 
This is an able little monograph inspired by the question “does 

business create money or money create business.” It is a statistical 
argument in favor of the quantity theory of money, or rather of the 
influence of credit on prices, in opposition to the views held by 
Professor Laughlin, who has maintained that this is a reversal to 
cause and effect. The method employed by Miss England is inter- 
esting and novel. It consists in noting the years of lowest and 
highest points for prices, clearings, loans, note circulation, deposits, 
etc. It is found that beginning with the lowest point of depression 
following a crisis, clearings which are taken as a good index of the 
amount of credit used in transactions begin to increase before the 
commodity prices, from which it is inferred that the clearings are 
the cause of the increase of commodity prices rather than the 
increase of prices being a cause of the increase in clearings. 

It is found that the movements show striking uniformity in differ- 
ent countries: “In each country, except Germany, the loans of the 
banks increase before a rise in commodity prices occurs. * * * * 
Inflation of prices then begins with the increase in the loans of the 
banks.” When prices fall, however, the order is found to be not so 
uniform. On the contrary, “commodity prices frequently fall before 
the contraction of loans begins, but the order of the decline may be 
reversed.” The explanation of this is found in the fact that the 
number of transactions may be increased at the lower prices so as 
to require a large amount of credit to carry on the business; thus 
there may have been an absolute decrease in the amount of loan 
credit offered, even though the loans of banks were increasing, 
because a growing proportion of the loan credit was used, not to 
purchase goods, but for speculative purposes on the stock exchange. 
In other words, the stock exchange may have produced an increase 
in the aggregate transactions. 

The tables which Miss England has constructed are of much 
value and interest to the economist, even though we may not all 
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concur in some of the conclusions she draws from them. An expla- 
nation of the lag between credit and prices in one direction or the 
other lies in the velocity of circulation of this credit. The 
researches of Pierre des Essars for the various panics of Europe 
have shown surprising variations in the velocity of circulating credit, 
and that these variations synchronize with price movements. These 
facts should be taken into account more fully and explicitly than has 
been done by Miss England, and in the opinion of the reviewer, it 
would probably be found that the change in price levels would not 
be subsequent to, but simultaneous with, the aggregate of the causes 
which influence these price levels ; just as the influence of a force on 
motion is measured by the acceleration which occurs simultaneously 
with the force. The delay always to be found is due to the fact that 
a variation in one factor is accompanied by an opposite variation in 
another. The increase in quantity of money due to gold discoveries, 
for instance, will not immediately raise prices, for the reason that 
the velocity of circulation of money will be temporarily lessened. In 
other words, a larger stock will be kept on hand, or each dollar will 
be retained a longer time than before. 

These criticisms, however, relate more to the form of statement 
than to the contentions of Miss England, against whose statistics, 
and the general conclusions from them, we have no fundamental 


objections. 
1. F. 


The State Works of Pennsylvania. By Avard Longley Bishop, 
Ph.D. Publications of Yale University, Vol. xiii, pp. 147-297. 
November, 1907. New Haven, Conn. $1.50. 


Dr. Bishop’s monograph on the experience of Pennsylvania in 
the construction, operation and sale of her canals and railroads, 
makes a real contribution to the economic and political history of 
Pennsylvania. The author has done his work thoroughly and most 
impartially. The sources of information have been amply drawn 
upon, and the subject has been presented with due conciseness and 
with good sense of proportion. 

The monograph contains six chapters and an equal number of 
appendices, and there is also a good bibliography. The several 
parts of the study deal, in turn, with the transportation improve- 
ments made before 1823, with the popular agitation resulting in the 
State’s adoption of the policy of public works, with the activities 
of the State in constructing and financing the canals and railroads, 
with the many corrupt practices connected therewith, and with the 
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difficulties in selling out the State works after they had shown them- 
selves to be a burden instead of a profit to the State. 

It would seem that this phase of the economic history of Penn- 
sylvania illustrates nearly every possible financial heresy and political 
wrongdoing. The administrative incapacity and the official corrup- 
tion of the State at the present time have their origin in the first 
half of the last century, if not in an earlier period. It is easy to 
understand how Cameron and Quay could build up the powerful 
political machine that continues even to-day to curse the State. 
The foundation had been laid before their day for the structure they 
so strongly builded. 

There is little consolation in Dr. Bishop’s assurance that the other 
States managed their public works very much as Pennsylvania did; 
but there are some grounds for being hopeful as to the future, 
Some States have become honest and fairly efficient. 

A monograph on the “Anthracite-Tidewater Canals,” just written 
by Dr. Chester Lloyd Jones, and published by the University of 
Pennsylvania, supplements Dr. Bishop’s work on the Pennsylvania 
State Works. The two studies throw much light upon Pennsyl- 
vania’s history. Both authors wrote as collaborators upon the eco- 
nomic history of the United States being prepared under the 
auspices of the Carnegie Institution. 

EMORY R. JOHNSON. 

University of Pennsylvania. 


The Stannaries. A Study of the English Tin Mine. By George 
Randall Lewis, Ph.D. Boston and New York: Houghton, Mifflin 


& Co., 1908—pp. xviii, 299. 

The reader of English history may perhaps recall Macaulay's 
stirring song of the twenty thousand Cornish miners, reéchoing 
from the caverns underground where Bishop Trelawney was up for 
trial. He will know little else of the English tin mines, and even the 
student of economic history is scarcely better informed. Tin was 
one of the great export staples of England in the Middle Ages; 
the rest is silence. The author of this book, therefore, has chosen 
a subject well worth attention, and he has treated it in a manner 
reflecting credit on himself and on the “Harvard Economic Studies,” 
in which series the book appears. Of the three years devoted to his 
investigations, he spent two in England, studying largely unprinted 
sources, and from his material he has constructed a scholarly book 
that wins the complete confidence of the reader. 
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After a technical description of tin mining, the author gives a 
summary of the history of the industry in England and of the tin 
trade during the Middle Ages. The part played by tin in the com- 
merce of England is treated less completely than any other topic in 
the book, and might well have received more attention; the author 
has not chosen to exhaust and to digest the information contained 
in English records and in secondary sources, describing the tin trade 
from the Continental standpoint. The third chapter gives a useful 
survey of early mining law, and the fourth and fifth are devoted 
to the history of the administration of the tin mines under the 
English crown. These last two chapters appeal more particularly 
to the medievalist, but some points in them are of general signifi- 
cance: the early escape of the miners from servile bonds, their 
acquisition of special courts and even of parliaments of their own. 
The last three chapters on the internal organization of the Stan- 
naries are most interesting to the.student of economic history. The 
gild organization, which was not unknown in English mining indus- 
try, and which hampered seriously the development of mines in 
the Forest of Dean, never secured a hold on the English tin mines. 
These were operated at first by groups of working shareholders, who 
divided early along the line of capital and labor, and gave place to 
several peculiar forms of association, of which some persist to the 
present. The workers have suffered seriously in modern times from 
the “usury” of middlemen. 

The last fifty pages of the book are composed of appendices, in 
which are printed documentary and statistical material, a bibliogra- 


phy and the index. 
ch 
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RECENT LITERATURE. 


Atlas of European History, by Earle W. Dow, Junior Professor 
of History in the University of Michigan. New York: Henry 
Holt & Co., 1907. The thirty-two plates of this atlas, comprising 
altogether some hundred maps, and followed by an index of forty-six 
pages, cover the field of European history from the time of ancient 
Egypt to the beginning of the twentieth century. The maps are well 
planned and well executed. The author, in his own words, has 
“sought to meet the long-felt need of a small atlas of European 
history which should be in the English language, which should treat 
of the different peoples of Europe impartially, which should not 
obscure general views by too many details, and which should have 
a serviceable key to its contents’; he has succeeded admirably, and 
the book can be warmly recommended to teacher, pupil and general 
reader. 


Ce que l’Armée peut étre pour la Nation, by A. Fastrez, Brussels 
1907, is a publication of the Solvay Sociological Institute, contrib- 
uted by a member of the Belgian General Staff. The author dis- 
cusses the general question of war and military education, with 
special reference to the position of Belgium, and the possibility of 
reducing the time of training. He dismisses as unsound the argu- 
ments and experiments designed to prove that an efficient soldier 
can be trained in six months, and upholds the traditional system. 


Uitgifte van Gemeente-Gronden in Erfpacht, by D. Hudig, Jr., 
Zwolle, 1908, part vi of the Uitgaven van het Centraal Bureau voor 
Sociale Adviezen, covers a question which is much less important 
in America than in Europe, the lease for long terms of communal 
or municipal land. The author discusses the general principles of 
hereditary leases, and prints in an appendix the laws regulating 
estates of this character in some of the Dutch cities. 


The Labour Movement in Australasia. By Victor S. Clark, Ph.D. 
New York: Henry Holt & Co., 1906. Ina book of a dozen chapters 
and some three hundred pages the author gives a readable and 
instructive account of the Australasian labor movement and of the 
experiments in social policy to which it has given rise. The book 
is based partly on personal observations, and appears well-informed 
throughout; it is written without bias and combines critical dis- 
crimination with sympathetic interest. It should serve a good 
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purpose in spreading knowledge of the experiences of Australia and 
New Zealand with trade unionism, with labor in politics and labor 
legislation, with industrial regulation and government enterprise. 


Economic Condition of the Jews in Russia, by J. M. Rubinow, 
reprinted from a bulletin of the Bureau of Labor and published at 
Washington in 1908, is an invaluable contribution to its subject, 
comprising the results of the first complete Russian census (1897), 
the collection of material in regard to the economic condition of the 
Jews in Russia, undertaken by the Jewish Colonization Society and 
published (two volumes, Russian) in 1905, and other material inac- 
cessible to most American students. The earnings of many artisans 
fall far below the figure set for the normal family’s budget in a 
small town, $154.50. The working day extends to sixteen and even 
eighteen hours, but may be reduced by a successful strike to twelve 
or fourteen—and so the story runs. 


The Initiative and Referendum, and The Recall, by Margaret A. 
Schaffner, Madison, Wisconsin, 1907, published as Comparative 
Legislation Bulletins by the: Legislative Reference Department of 
the Wisconsin Library Commission, are examples of the work of 
that Department which was recently described in this Review. They 
are pamphlets of thirty-two and twenty-one pages, giving biblio- 
graphical references, history, description and summary of legislation 
in this country and abroad, relating to the topics which they cover. 
Interesting by their revelation of the extent of such legislation in 
this country, they are significant, especially in the promise which they 
hold out, that similar legislation in the future will be adopted with 
a full knowledge of the experience of the past. 


The Art of Lecturing, by Arthur M. Lewis, Chicago, 1908, is 
a brief manual calculated chiefly for the would-be Socialist lecturer. 
In general the contentions are well taken and the expression is 
crisp and to the point; many a university lecturer could profit by 
the advice here given. Naturally enough, there is much that appeals 
to the particular audience addressed, such as references to street 
speaking, etc., but the bulk of the manual, dealing as it does with 
the perennial difficulties of the speaker and debater—preparation, 
mannerisms, and the like—is of a wider value. 


Manual of American History, Diplomacy, and Government. By 
Albert Bushnell Hart. Cambridge, Massachusetts, 1908—pp. 
xvi, 554. This is a collection of thousands of references on almost 
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all important topics in American history and government since 1789. 
It is the perfection of method and system, whole courses mapped out 
for all who desire another to look up their authorities for them. But 
so profuse are these citations that many a college student will be 
confused by their very number; certainly no class should have the 
book placed in their hands unless the instructor has a broad, general- 
izing mind, and is disposed to guide his students away from details 
by pointing out the larger and more important movements and prin- 
ciples. The instructor and graduate student will profit by Professor 
Hart’s work more than will undergraduates. The historical course 
from 1789 to 1907 proceeds on the assumption that to know 
American political history one must study some law, especially con- 
stitutional law. The course in diplomacy involves some knowledge 
of international law. 


Proceedings of the Atlantic City Conference for Good Govern- 
ment and the Twelfth Annual Meeting of the National Municipal 
League, held April 24, 25, 26, 27, 1906, at Atlantic City. National 
Municipal League, 1906—pp. vi, 502. It is impossible, in a short 
review, to present an adequate idea of this most valuable annual con- 
tribution to the literature of municipal government in the United 
States. Experts from every section of the country, representing 
many different cities, here present practical papers on all the leading 
problems of city politics. A few of the subjects considered are The 
Galveston Experiment, Corrupt Practices and Electoral Methods, 
Primary Legislation and Present Organization in Wisconsin, The 
Australian Ballot System of Massachusetts, The Recall, The Initia- 
tive and Referendum, etc. There are papers dealing with the cur- 
rent situation in many different cities. There is a review of the 
municipal progress of the year in general. Few publications give so 
much information on current municipal affairs in so short a space. 
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American Sociological Society. Publications, Papers, and Proceedings. Vol. 
II. Chicago, 1908. 

BAUGHMAN, NANNY RANDOLPH Batt. The True Way of Life. Burlington, 
la., 1907. 

Bronson, WALTER C. English Poems, Selected and edited with notes. The 
Restoration and the XVIIIth Century. Chicago, University of Chicago 
Press, 1908. 

Crémiev, Louis. La justice privée. son évolution dans la procédure romaine. 
Paris, Larose & Forcel, 1908. 

Ervanpi, Luict. Le entrate pubbliche dello Stato Sabando nei bilanci e nei 
conti dei tresorieri durante la guerra di successione Spagnuola. Torino, 
Bocca, 1907. 

Ernanpi, Luicr. La Finanza, Sabanda all aprirsi del secolo XVIII e 
durante la guerra di successione Spagnuola. Documenti finanziari degli 
Stati della Monarchia Piemontese. Lab. di Econ. polit., Univ. di Torino. 
Ser. I, II—lustrazioni storiche e Documenti, Vol. 1. Torino, 1908. 

Ermmanpi, Luict. A Proposito di due Studi di Demografia Storica. Extract 
from Eiforma Sociale, Anno XIV, Vol. XVII, Ser. 11, fase. 9-10. 

Ernanpi, Luicr. Studi di Economia e finanza. Studi del Laboratorio di 
Economia politica della R. Universita di Torino, II. Torino, Soc. 
Tipograf., 1908. 

Everett, RutH. That Man from Wall Street. New York, G. T. Long, 1908. 

Festy, Octave. Le mouvement ouvrier au début de la monarchie de Juillett, 
1830-4. Bibliothéque d’ Histoire Moderne, Tome II, Fasc. III. Paris, 
E. Cornély et Cie., 1908. 

Hunic, D., Jr. Uitgifte van Gemeentegronden in Erfpacht. Centraal Bureau 
voor Sociale Adviezen VI. Zwolle, Feb., 1908. 

International Conciliation. American Branch Association for International 
Conciliation. Documents 6 and Ser. 1, 2. 1908. 

Italy: Ministerio di Agricoltura, Industria e Commercio, Ufficio del Lavoro. 
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1908, 

Italy: Ministerio di Agricultura, etc. Abolizsione del lavoro notturno nell’ 
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KAMPFFMEYER, Paut. Changes in the Theory and Tactics of the (German) 
Social-Democracy. Translated by W. R. Gaylord. Chicago, C. H. Kerr 
& Co., 1908. 
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